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DISTRICT OF COLUMBIA UNEMPLOYMENT 
COMPENSATION ACT 


THURSDAY, APRIL 28, 1955 


Unrrep Srares SENATE, 
COMMITTEE ON THE Disrricr or CoLUMBIA, 
SUBCOMMITTEE ON Pusiic Hratru, Epucarion, 
WELFARE, AND SAFETY, 
Washington, Did, 

The subcommittee met, pursuant to call, at Room P-38, Capitol 
Building, at 10:00 a. m., Senator McNamara (chairman of the sub- 
committee) presiding. 

Present: Senators McNamara (chairman of the subcommittee) , and 
Morse. 

Also present: Leo A. Casey, clerk; William P. Gulledge, counsel, 
and Murray W. Weight, assistant counsel. 

Senator McNamara. The subcommittee will please be in order. 

For the record, we would like to say that, while the notice has been 
out on bill S. 1163, we would like you in your remarks to consider bill 
S. 1835 which is very similar. 

We would like the people concerned with the bills to discuss both 
of them if it is possible, and if they have had a chance to study them. 
Otherwise, naturally, you will be given an opportunity to come back 
and talk about the bill—it has only been in a few days—at some 
future time. 

However, if you could possibly give us your heasenong on both the 
bills at once, or consider them jointly, it would be helpful to the 
committee. 

Thank you. 

(S. 1163 and S. 1835 are as follows:) 


[S. 1163, 84th Cong., 1st sess. ] 
A BILL To amend the District of Columbia Unemployment Compensation Act, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the District of Columbia Unemploy- 
ment Compensation Act, approved August 28, 1935 (49 Stat. 946), as amended 
(title 46, ch. 83, D. C. Code, 1951 edition; 68 Stat. 988) is further amended as 
follows: 

The proviso in section 7 (c) is amended by striking out “not less than the 
amount appearing on one of the lines in column (C) above” and inserting in 
lieu thereof “not less than the amount appearing in column (C) of such table 
on a line which is not more than two lines above the line on which such weekly 
benefit amount appears in column (B)”’ 

Section 7 (d) is amended to read as follows: 

“(d) Any otherwise eligible individuals shall be entitled during any benefit 
year to a total amount of benefits equal to twenty-six times his weekly benefit 
amount: Provided, That such total amount of benefits, if not a multiple of one 
dollar, shall be computed to the next higher multiple of one dollar.” 
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Section 10 (a) is amended to read as follows: 

“(a) An individual who has left his most recent work voluntarily without 
good cause, as determined by the Board under regulations prescribed by it, shall 
not be eligible for benefits with respect to the week in which such leaving oc- 
curred and with respect to the six consecutive weeks of unemployment which 
immediately follow such week.” 

Section 10 (b) is amended to read as follows: 

“(b) An individual who has been discharged for misconduct occurring in the 
course of his most recent work proved to the satisfaction of the Board shall 
not be eligible for benefits with respect to the week in which such discharge 
occurred and for the six weeks of consecutive unemployment immediately follow- 
ing such week.” 

Section 10 (c) is amended to read as follows: 

“(e) If an individual otherwise eligible for benefits fails, without good cause 
as determined by the Board under regulations prescribed by it, either to apply 
for new work found by the Board to be suitable when notified by any employment 
office, or to accept any suitable work when offered to him by any employment 
office, his union hiring hall, or any employer direct, he shall not be eligible 
for benefits with respect to the week in which such failure occurred and with 
respect to the six consecutive weeks of unemployment which immediately follow 
such week. In determining whether or not work is suitable within the meaning 
of this subsection the Board shall consider (1) the physical fitness and prior 
training, experience, and earnings of the individual, (2) the distance of the 
place of work from the individual's place of residence, and (3) the risk involved 
as to health, safety, or morals.” 





[S. 1835, 84th Cong., 1st sess. ] 
\ BILL To amend the District of Columbia Unemployment Compensation Act, as amended 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) the last sentence of sec- 
tion 3 (ec) (2) of the District of Columbia Unemployment Compensation Act, 
approved August 28, 1935 (49 Stat. 946), as amended (title 46, ch. 3, D. C. 
Code, 1951 edition ; 68 Stat. 988), is hereby repealed. 

(b) Section 7 (b) of such Act is amended to read as follows: 

“(b) The weekly benefit amount of any individual qualified therefor under 
section 7 (c) shall be an amount equal to the lesser of the following: (1) 
one twenty-third of the amount of his earnings for the quarter in his base 
period in which his earnings were the highest, or (2) 67 per centum of the 
average weekly earnings of all individuals performing service which consti- 
tutes employment (as defined in section 1 (b)) and of all individuals per- 
forming service which, if such service were not performed in the employ of 
the United States or of any wholly owned instrumentality thereof, would 
constitute employment (as defined in section 1 (b)) for the latest year for 
which such average weekly earnings have been computed. Such average 
weekly earnings shall be computed annually on the basis of reports of earn- 
ings and employment by all employers and by the United States, and shall 
be arrived at by dividing the total earnings paid to all individuals referred 
to in clause (2) of this subsection during the last completed calendar year 
for which reports have been received by a quantity equal to four and one- 
third times the total monthly employment of such individuals for such period. 
For the purposes of this subsection the term ‘earnings’ shall have the same 
meaning as that assigned to such term in section 1 (d). All departments, 
agencies, and wholly owned instrumentalities of the United States shall sub- 
mit reports to the Board containing such information as may be necessary to 
make the determination required by this subsection.” 

(c) Section 7 (c) of such Act is amended to read as follows: 

“(c) To qualify for benefits an individual must have been paid wages for 
employment of not less than $130 in one quarter in his base period, must 
have been paid wages for employment in not less than two quarters in such 
period, and his total wages earned in such period must equal at least one 


and one-half times the amount of his wages for the quarter in such period in 
which his wages were the highest.” 

(d) Section 7 (d) of such Act is amended to read as follows: 

“(d) Any otherwise eligible individual shall be entitled during any benefit 


year to a total amount of benefits equal to twenty-six times his weekly benefit 
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amount: Provided, That such total amount of benefits, if not a multiple of 
one dollar, shall be computed to the next higher multiple of one dollar.” 

(e) Subsections (a), (b), and (c) of section 10 of such Act are amended 
to read as follows: 

“(a) An individual who has left his most recent work voluntarily without 
good cause, as determined by the Board under regulations prescribed by it, 
shall not be eligible for benefits with respect to the week in which such leav- 
ing occurred and with respect to the six consecutive weeks of unemployment 
which immediately follow such week. 

“(b) An individual who has been discharged for misconduct occurring in 
the course of his most recent work proved to the satisfaction of the Board 
shall not be eligible for benefits with respect to the week in which such dis- 
charge occurred and for the six weeks of consecutive unemployment immediately 
following such week. 

“(c) If an individual otherwise eligible for benefits fails, without good 
cause as determined by the Board under regulations prescribed by it, either 
to apply for new work found by the Board to be suitable when notified by any 
employment office, or to accept any suitable work when offered to him by 
any employment office, his union hiring hall, or any employer direct, he shall 
not be eligible for benefits with respect to the week in which such failure 
occurred and with respect to the six consecutive weeks of unemployment 
which immediately follow such week. . In determining whether or not work is 
suitable within the meaning of this subsection the Board shall consider (1) 
the physical fitness and prior training, experience, and earnings of the indi- 
vidual, (2) the distance of the place of work from the individual’s place of 
residence, and (3) the risk involved as to health, safety, or morals.” 

Sec. 2. The amendments made by the first section of this Act shall be effective 
on and after July 1, 1955. 


Senator McNamara. I will ask Secretary Larson if he will tee off 
for us this ene 
With that, Mr. Larson, you can proceed in your own manner. 


STATEMENT OF HON. ARTHUR LARSON, UNDER SECRETARY OF 
LABOR 


Mr. Larson. Mr. Chairman, first of all I have a prepared statement 
which I would like to submit for the record. 

Senator McNamara. We would be glad to see that it is published in 
the record as you submit it at this time. 

(The document referred to is as follows :) 


STATEMENT OF ARTHUR LARSON, UNDER SECRETARY OF LABOR 


Mr. Chairman, and members of the committee, I want to thank you for this 
chance to express the views of the Department of Labor on §S. 11638, a bill to 
amend the District of Columbia Unemployment Compensation Act. 

This bill would do three things: 

1. Provide that any eligible claimant can receive benefits up to a maximum 
duration of 26 weeks if he remains unemployed that long; 

2. Tighten the eligibility provisions based on qualifying wages, to ensure that 
claimants are genuinely attached to the labor market; 

3. Make the disqualification period for voluntarily quitting work, discharge 
for misconduct, and refusal of suitable work a flat period of 6 weeks, instead of 
the present variable 4 to 9 weeks, and eliminate the 1954 cancellation-of-benefits 
provision. 

Items (1) and (3) were recommended by the President in his economie report 
this year, and were in the bill which was passed in the Senate last year. Item 
(2) is a limitation we have added in order to balance to some extent item (1) ; 
in other words, we believe it is quite proper, while making the duration provision 
more generous, to ensure that only those people who are genuinely attached to 
the labor market become eligible for benefits at all. 
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I. THE 26-WEEK DURATION PROVISION 


The President has recommended in his economic reports of the last 2 years 
that the duration period for any eligible claimant should be limited only by a 
flat maximum period of not less than 26 weeks. However, the 1954 amendment 
to the District of Columbia law placed a limitation on this duration: The total 
payments may not exceed one-third of the claimant’s base-period earnings. This 
means that some eligible claimants will get as little as 11 weeks of benefits. 

The best way to approach the question presented by this amendment is to ask 
ourselves: What, exactly, is the purpose of unemployment insurance? 

The proponents of this limitation to one-third of base-period earnings usually 
defend it on the ground that unemployment compensation is an insurance sys- 
tem, and therefore what the claimant takes out should be related to what has 
been put in on his account. This, it seems to me, is a distortion of the insurance 
concept. True, unemployment coimpensation is an insurance system. This is 
seen from the fact that you must have insured status to collect anything at all, 
that this insured status is based upon regular contributions, and that the benefits 
finally paid are paid as of right like any other insurance benefits. But what the 
proponents of this limitation forget is that the loss insured against is the same 
for all members of the system. If A takes out life insurance, and has made only 
one premium payment before he dies, and if B has made premium payments for 
70 years before he died, this difference does not alter the basic right of the widows 
of A and B each to be paid the basic protection contracted for. So with unem- 
ployment insurance: The loss insured against is a single contingency, the same 
for all workers, namely, the span of unemployment which experience has shown 
a worker needs protection against during periods of temporary joblessness. 

The proper way to handle unemployment insurance, then, is to take it in two 
simple steps: First, set up a set of eligibility requirements which genuinely 
test attachment to the labor force, and bring within your unemployment insur- 
ance system all people who qualify under this test; second, whenever any person 
within this group becomes unemployed, give him full protection against the loss 
which is the subject of the insurance; i. e., make the duration of his unemploy- 
ment insurance benefits the same as that for any other member of the system. 

If your duration of benefits is variable, and falls as low as 11 weeks in some 
instances, you are simply not insuring against the contingency which unemploy- 
ment insurance is supposed to deal with. Unemployment insurance is not an 
annuity, to be proportioned to the amount put in; it is not a system of forced 
savings, to be proportioned to the amount saved: it is a system of insurance, to 
be proportioned according to the risk insured against—a span of unemployment. 
Once genuine attachment to the labor force is established, that span of unemploy- 
ment, and the way it may affect a particular claimant, bears no relation whatever 
to the extent of base period contributions made on that claimant’s behalf. 

The 26-week period has been arrived at through considerable experience, and 
has become established in most places as the conventional limit on the concept of 
temporary unemployment. If you insure a man at all under this system, you 
should insure him up to that limit. Otherwise unemployment insurance is not 
doing its job. And when this system does not do its job, the people who should 
have been taken care of by unemployment insurance will have to go on public 
relief. They will be forced to undergo the humiliation of a means test, and the 
mortification that goes with being the object of public assistance, and the tax- 
payers of the community will have to bear the cost of their support which should 
have been borne by the unemployment insurance system. 

There is no more unfortunate group of persons in the country than those who 
exhaust their unemployment insurance benefits. It is bad enough to be unem- 
ployed, even while you are drawing unemployment insurance benefits, since the 
benefits characteristically run considerably less than half of wages. But the 
most tragic man is the one whose unemployment insurance benefits have run 
out before he gets another job. The possibility of exhaustion of benefits is tre- 
mendously increased by the presence of these short artificial limitations on the 
duration period. 

Let me give you some idea of the effect of this limitation in the District of 
Columbia. We checked a sample of 947 District of Columbia workers who could 
qualify for some benefits in 1954, and found that only 391 would be eligible for 
26 weeks of benefits under the present law. I must emphasize again that ex- 
perience has shown that a duration of 26 weeks maximum is necessary in order 
to do the job of protecting against temporary unemployment. Under the one- 
third-of-base-period-earnings limitation, the remaining 556 of these 947 claimants 
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would qualify only for an average of 17.5 weeks of benefits, with some getting as 
little as 11. 

We believe, therefore, that the elimination of this one-third-of-base-period- 
earnings limitation is essential to sound principles of unemployment insurance, 
and to the prevention of a great deal of unnecessary suffering and hardship in 
the District of Columbia as the result of normal periods of temporary unem- 
ployment. 

Il. TIGHTENING THE WAGE QUALIFYING REQUIREMENTS 


I said a moment ago that the proper way to set up an unemployment insurance 
law, is first, to have a strong sure test of attachment to the labor force, and sec- 
ond, once this is satisfied, to make the duration of unemployment insurance 
benefits the same for all qualified claimants. 

Therefore, along with the duration provision, we are suggesting a change which 
will tighten the eligibility requirements. 

What we are getting at here is that unemployment insurance benefits should 
either be of such duration as to do the job, or else should not be available at all. 
A test of whether they should be available at all should depend on whether the 
claimant is really a regular member of the labor force. To put this another 
way, we want to be sure that the people who draw unemployment insurance bene- 
fits are not casual in-and-out workers, or people who work just a few days or 
weeks out of the year. 

There are various ways of testing this kind of connection with the labor force, 
but one of the most widely used is the test which insists that a person, to be 
eligible at all, must have total earnings for the year of an amount one and one- 
half times his earnings in the quarter when his earnings were highest. What 
that means in practice is this: a man cannot qualify under unemployment insur- 
ance if all, or practically all, of his earnings fell in one quarter of the year. For 
example, suppose that the claimant earned $400 in 1 quarter, but worked only 1 
day and earned only $10 throughout the entire balance of the year. We do not 
believe the unemployment insurance system is created to pay benefits to a person 
of this kind. Certainly we could not justify asking you to extend potential 
benefits to 26 weeks for a person who worked only 4 or 5 weeks and perhaps never 
really expected to work any more because of the highly seasonal or casual 
nature of his work. The requirement that the claimant must have earned dur- 
ing the year at least one and one-half times his high quarter earnings is a rough- 
and-ready way to assure that, at least, the claimant had a substantial amount 
of employment outside of a single quarter. It, in other words, directly knocks 
out narrowly seasonal and casual work. 

Now, the change we are proposing to make is directed against a relaxation 
of this present rule which appears in the act as it now stands. Under the pres- 
ent act, if a worker fails to satisfy this basic test of earnings equaling one and 
one-half times high quarter earnings, he is not ruled out altogether, but simply 
has his dollar amount of his weekly benefits scaled down according to a table 
which is set out in the act, provided he had some earnings in a second calendar 
quarter. Without going into the complications of this table and its effects, we 
may simply observe that the net result is to pay many casual or seasonal work- 
ers reduced weekly benefits for a short period of time. 

Take once more the case of our man who made $410. If the law determined 
his benefits on the basis of this figure alone, he would be entitled to a weekly 
benefit of $18. But since claimant had earnings of only $10 outside the one- 
quarter, he does not satisfy the test of one and one-half times high-quarter earn- 
ings which is necessary for him to draw this $18 a week. If you will refer to 
table A, in section 7 (B) of the present act, which is attached as an appendix 
to this statement, you will find, however, that claimant can run his finger up the 
last column on the page until he comes to a figure of at least $410, and then col- 
lect the lowered basie weekly benefit immediately to the left in column B. 

In our present illustration, the man would be paid $11 a week. 

The present provision, therefore, instead of ruling out people with short sea- 
sonal or occasional employment records, pays them an amount which is fre- 
quently so small that it really does not serve the purposes of unemployment in- 
surance. 

The effect of the proposed change in our illustration is this: Claimant would 
look at table A and find his basic weekly benefit in column B, which is $18. Op- 
posite this in column C is the figure $621. He can run his finger up only 2 spaces, 
which brings him to the figure $552. This is the minimum amount of wage 
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necessary for him to qualify at all, and since his $410 is less than this $552, 
he is simply not eligible for any benefits. 

In order to qualify for any benefits under the proposed change, then, this 
claimant’s total earnings for the year must have been at least $552; thus, at 
least $152 would have been earned outside of the single quarter. The change, 
then, rules out people with minor earnings outside one quarter, but leaves some 
flexibility in the one and one-half-times-high quarter test. 

The practical effect of the proposed changes is this: People with a questionable 
attachment to the labor market will no longer be able to draw small sums for 
short periods of time. We believe this to be definitely in line with the proper 
function and purpose of unemployment insurance. This system was not set up 
to return small driblets of money to people not regularly attached to the labor 
force. Unemployment insurance exists to provide real protection against the 
hardships of unemployment to regular members of the labor force. 

The change we are proposing, according to an analysis of a sample of 1,000 
claimants, would probably increase the proportion of ineligible claimants from 
20 percent under the current law to 25 percent under S. 1163. 


III. DISQUALIFICATION 


The amendment would make two changes affecting disqualifications. First, it 
would substitute a uniform 6-week disqualification for the present variable 
4- to 9-week feature. Second, it would eliminate the provision, inserted in 1954, 
which destroys the claimant’s rights entirely in an amount equal to his weekly 
benefit amount times the number of weeks for which he is disqualified. 

Once more, it is important that we start from the beginning and examine the 
basic principles and philosophy on which “disqualifications” rest. There is a tre- 
mendous amount of misunderstanding on this point, and as long as the mis- 
understanding persists, it is impossible to reach the right result on any specific 
question about disqualification. 

Many people have a first reaction to unemployment insurance which runs 
something like this—If a man voluntarily quits his job, why should he ever be 
paid anything in the way of unemployment insurance? Isn’t unemployment 
insurance supposed to be for involuntary unemployment? 

That sounds very plausible on the surface, but a little further examination into 
the real purpose of disqualification provisions will show that there is much 
more to the question. 

The real purpose of disqualification provisions is to delineate the unemploy- 
ment against which this system does not insure. The District of Columbia law, 
for example, does not insure against the risk of unemployment due to (1) 
a voluntary quit without good cause, (2) discharge for misconduct, and (3) re- 
fusal of suitable work without good cause. So long as an individual’s unem- 
ployment is due to any of these acts, we should deny benefits. When, however, 
his unemployment is no longer due to any of these acts but is instead attributable 
to general economic conditions, we should pay benefits. This is the idea under- 
lying the limited disqualification. The appropriate course, therefore, would 
obviously be to withhold payment of unemployment insurance benefits during 
so much of his subsequent unemployment as can be attributed to his own 
act; but, when economic unemployment takes over, to let his rights to unem- 
ployment insurance resume. 

Experience over many years has shown that the average length of time 
necessary to find a new job, after a person has been separated from his employ- 
ment for any reason, is about 5 to 6 weeks. 

Now let us take the case of Mr. X, who voluntarily left his job, perhaps be- 
cause he did not like his job or thought he could get a better job elsewhere. 
Under normal economic conditions, Mr. X would find another job in about 5 to 
6 weeks. Mr. X looks for a job for 6 weeks, and is unable to find one. Fifteen 
weeks later he is still looking for a job. Is it not a reasonable conclusion that, 
at some point along the line, probably at about the 6-week period, the reason 
for his joblessness is really no longer his own act, but general economic condi- 
tions which have made it impossible for him to find a job in the normal length 
of time? 

It is logical then for unemployment insurance, which is set up to pay benefits 
for unemployment due to economic causes, to pay benefits to Mr. X after a 


suitable period has expired during which the effects of his own voluntary quit- 
ting have spent themselves. 
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Once this underlying principle is clearly understood, the details readily fall 
into place. The length of the period should be approximately that of the average 
length it takes to find a job under normal economic conditions. We have chosen 
the period of 6 weeks, in order to be on the safe side. We do not believe that 
the variable period of 4 to 9 weeks, in the present act, is desirable. One reason 
is that the minimum may well be too short and the maximum too long. The 
principal objection, however, is that it involves unnecessary administrative com- 
plications. It forces the unemployment insurance claims-taker to make a 
highly subjective judgment on the proper length of disqualification under a wide 
variety of human circumstances which he would rarely have time to investi- 
gate and judge with thoroughness. There are endless complications in such ques- 
tions as these: Do we disqualify a worker who leaves his job to look for better 
work for a longer period than we disqualify a worker who quits because he 
is dissatisfied with his wages? Do we disqualify a worker who has been dis- 
charged for 1 week’s absence without notice to the employer for a shorter or 
longer period than another worker who has been absent without notice 4 sepa- 
rate days in period of 2 weeks? 

The books are filled with hundreds of cases in which adjudicators have tried 
to disentangle human situations of this kind and tried, unsuccessfully I believe, 
to fit the number of weeks of disqualfiication to the cause of the unemployment. 
It is difficult enough to decide the necessity for the disqualification in the first 
place, but to attempt to place it, according to some set of values, on a sliding 
scale of gravity varying between the figures of 4 and 9, is expecting too much in 
the circumstances. 

The other conclusion from this analysis of the principles underlying dis- 
qualification is that the disqualfiication should take the form of a postpone- 
ment, not cancellation. The reason is this: Once the normal period of unem- 
ployment attributable to the disqualifying act has spent itself, in this period of 
6 weeks, then it is correct to say that the claimant is in the position of any 
other claimant who is out of work because of economic conditions. Having 
qualified on the same terms as all other members of the system, and having paid 
the price for his disqualifying act in the form of the postponement of his benefits 
for 6 weeks, he should then be entitled to the normal period of protection from 
economic unemployment the same as anyone else. 

The present cancellation provision can work some very severe injustices. 
Suppose that Mr. X, for example, having been disqualified for 6 weeks for 
quitting his job, soon afterward gets another job in the community. A little 
later, for purely economic reasons, and through no fault of his own, he loses the 
second job. The way the cancellation provision now stands, this cancellation of 
his rights relentlessly pursues him even after the termination of the second job, 
in spite of the fact that the reason for his second unemployment was exclusively 
economic and had nothing whatever to do with his prior disqualifying act. 

One further observation on the disqualification problem: We must remember 
that, although the rather severe word “disqualification” is used in this connec- 
tion, we are not here dealing with the punishing of wicked conduct. In fact, a 
very large part of what passes as grounds for disqualification may involve highly 
debatable situations with little fault on the part of the claimant. We have to 
remember, too, that the purpose of this system is not to set up a series of rewards 
and punishments for right and wrong, but to provide systematic protection 
against unemployment for the families and children of breadwinning workers. 
If we keep this objective constantly in mind, it is very clear that unemployment 
insurance should be payable during so much of any man’s spell of unemployment 
as is attributable to economic conditions generally. 


CONCLUSION 


It is submitted, Mr. Chairman and members of the committee, that this set 
of amendments represents a consistent, sound, and humane approach to the im- 
provement of the unemployment insurance system of the District of Columbia. 
We believe that he result of these amendments will be a law that pays benefits 
where benefits should be paid, in an amount that will really do the job intended 
to be done by unemployment insurance, and free from neediessly severe limita- 
tions or disqualifications which would prevent the act from fulfilling its.purpose. 
We therefore respectfully urge the enactment of 8. 1163. 
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APPENDIX 
Table A 
Basic Minimum Basic Minimum 
High-quarter wages weekly | qualifying High-quarter wages weekly | qualifying 
benefit wages | benefit wages 
(A) | (B) (C \| (A) (B) (C) 
ii a deci cae dl acne eae eG |. al 
$130 to $184 $3 | $276 || $437.01 to $460___- $20 $690 
$184.01 to $207 9 | 310 || $460.01 to $483-- .. 21 724 
$207.01 to $230 10 | 345 || $483.01 to $506 22 759 
$230.01 to $253 : 11 | 379 || $506.01 to $529. __- 23 793 
$253.01 to $276__......-.-.-- 12 | 414 | $529.01 to $552___- 24 828 
$276.01 to $299-___- 13 448 || $552.01 to $575_-.. , 25 862 
$299.01 to $322 14 483 $575.01 to $598 26 897 
$322.01 to $345 15 517 || $598.01 to $621___.___- 27 | 931 
$345.01 to $368 16 552 || $621.01 to $644_._.._- 28 | 966 
$368.01 to $391 17 586 || $644.01 to $667___- | 29 | 1, 000 
$391.01 to $414 18 621 || $667.01 and over 30 | 1, 035 
$414.01 to $437 19 655 | 


Mr. Larson. Then I would like very quickly to summarize the high- 
lights of what the bill, S. 1163, attempts to do. 

Senator McNamara. Fine. 

Mr. Larson. And the bulk of the other bill, (S. 1835) is substan- 
tially identical with the two exceptions that you have in mind. 

This bill, S. 1163, really does just three things. First, it provides 
that. anybody who becomes eligible at all for ‘unemployment insur- 
ance becomes eligible for up to 26 weeks if he remains unemployed 
that long. It knocks out the feature put in last year that the 26 
weeks is limited by a sum equivalent to one-third of the base period 
earnings which has the effect, in some cases, of limiting duration of 
benefit to as little as 11 weeks. 

Second, as a kind of counterbalance on that, it tightens up the 
eligibility conditions. 

Third, it deals with the problem of the disqualifications provision 
for such things as voluntarily quitting work, discharge for miscon- 
duct, or refusal of suitable work by substituting a flat 6 week dis- 
qualification for the present variable of 4 to 9 weeks, and by taking 
out the cancellation of benefits feature which was put in last year. 

As to the first 1, the 26-week duration without the one-third of 
base period limitation: In order to deal with this question, it seems 
to me we have got to go right back to the beginning and ask our- 
selves exactly what is unemployment insurance. 

As the name implies, unemployment insurance is insurance, and it 
is against a specific disaster or contingency, namely, temporary un- 
employment. 

If you take out life insurance, you know what you are insuring 
against as a specified amount. Or, if you insure your house, you 
know what you are insuring against. It is the loss of the house. 
And, if either of these losses take place, the insurance company does 
not go back and say, “How much did you pay in altogether, and we 
will figure out some ratio and give you that proportion of your loss.” 
That is not insurance. You state in advance what the loss is that 
you are going to insure against. You give a man insured status for 
the purpose of that loss, and then, when the loss occurs, you pay him 
for that loss. 

It seems to me the proponents of this one-third of annual base 
period earnings limitation, are confusing insurance with annuities 
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or with forced savings. In an annuity sometimes it is quite possible 
that you might go back and see how much a man has paid in to build 
up his annuity and then proportion his annu) ty to what he paid in. 

Or some employers have enforced savings systems, and, naturally, 
the amount of savings you can take out will be proportioned to what 
you put in. That is all right. 

However, insurance does not work that way. In insurance you pay 
in small, regular contributions. You state a fixed loss or contingency 
that you insure against, and whether the total premiums that you 
have paid in, in the base period, are large or small, you get what 
you insured against. 

Now what are we insuring against in unemployment insurance? 
We are insuring against temporary unemployment. What is tempo- 
rary unemployment. It is conventionally, in most places, considered 
to be a period of unemployment of roughly from 1 to 26 weeks. 

Therefore, it seems to me, then, that the way to go at the proper 
provision of unemployment insurance is very simple. First, you 
decide how you are going to set up insurance statutes, and having 
qualified a man in the first place as insured, then you say, “What have 
we insured him against?” and you pay him that sum. It is the same 
for everybody. 

The risk of temporary unemployment, by common agreement, is 
about 1 to 26 weeks. The risk as to any individual does not vary 
because of the amount of his base period earnings at all. The risk is 
the same for everybody. 

! do not know how this base period limitation ever got into unem- 
ployment insurance in the first place. It has no counterpart, so far 
as I know, anywhere in insurance, either private or social. You do 
not get it in workmen’s compensation. 

If aman in workmen’s compensation gets hurt, you pay him what the 
statute calls for. You do not reach back and say, “How much were 
his proportionate base period earnings in proportion to other people, 
and we will give him, instead of 300 weeks because he had short base 
period earnings, we will give him 100 weeks.” 

You do not do that under workmen’s compensation. You do not 
even do it in old-age and survivors insurance. He gets what the stat- 
ute calls for. In private insurance it is the same. This is, as far as 
I can tell, a completely unique and completely irrelevant kind of test 
to apply to an insurance system. 

That is the background of the principle, which makes us feel very 
strongly that the one-third of base period earnings limitation just 
simply has no relevance to unemployment insurance and no place in it. 
On the practical side, I think we must ‘remember that if you unduly 
limit the duration of unemployment insurance, you simply keep the 
system from doing its job. If you are going to limit people to 11 or 12 
weeks when you know that the aver age span of unemployment that 
you deal with under this heading of temporary unemployment may 
run from 1 to 26 weeks, then you “simply are not doing the job. 

There is no more tragic group of people in the country than those 
who exhaust unemployment i insurance benefits. One reason that there 
are so many exhaustions of benefits is not that a lot of people are 
unemployed over 26 weeks in some cases, but that you have in some 
paren this artificial limitation which gives people short periods of 
yenefit which they quickly exhaust. Then they are really in an un- 
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happy position because then they are driven to public relief, and they 
have to go through the humiliation of a means test, and the mortifica- 
tion of being on public assistance, and the taxpayers have to pay for 
this support because the insurance system has not done its job. 

[ said a moment ago that the proper way to set up an unemploy- 
ment insurance law is first to decide by a good strong test who is really 
attached regularly to the labor market, and then to pay him the 
benefits that are required to do the job. That brings us to the second 
point, which is—— 

Senator McNamara. We have just been informed that Senator 
Morse is on the way. There is no reason for stopping; go right ahead. 

Mr. Larson. All right. 

The second feature of this amendment has the effect of tightening 
somewhat the eligibility requirement which we think is quite proper 
when we are making a move in a direction of somewhat more generous 
duration of benefits. We want to be quite sure that the people that 
get this more generous duration are really regular members of the 
labor force. 

There are various ways of testing whether a person is a regular 
member of the labor force. One way is the so-teted one and a half 
times high quarter earnings test. That means to qualify you must 
have had in your base period, your base year, earnings totaling at 
least one and a half in the case of the District—one and a half times 
the highest quarter earnings that you have had. 

For example, if in your highest quarter of earnings you earned 
$406, you would have to earn at least $600 for the entire year. 

You see what that does. That means that the person, all of whose 
work is substantially in one quarter, does not qualify. That is the 
idea. You take out the person who works a few days or a few weeks 
and who piles up maybe several hundred dollars, because the theory 
of unemployment insurance is that you do not insure against casual 
or very narrowly seasonal workers of that kind. 

This particular amendment is addressed to a provision which ap- 
pears in the present act which relaxed this principle. In order to un- 
derstand how this works, I refer you to the appendix at the very end of 
my statement. There is a table there called table A which is taken 
out of the statute. 

This is the way it works: Suppose a man made, let us say, $410 in 
the entire year, and of this $400 was in 1 quarter only. He could not 
qualify under the strict application of the one and a half times high 
quarter earnings test, you see, because his $410 is nowhere near one 
and a half times his $400. But, the relaxation in the present act means 
this, that even though he cannot qualify under those terms—now you 
look at table A and you find, first of all, what he would have gotten 
if he had satisfied the one and one-half times high quarter earnings 
test. Start with column A. You will find his $410. You run your 
finger across and come to $18. That is what he would normally have 
gotten. But, he cannot get that because he does not satisfy the one 
and a half times high quarter earnings test. 

So, now you run your finger way over to column C. Run your 
finger up the column until you come tothe figure which his $410 will 
cover. That is $3879 in column C. Now you run back to column B to 
the figure opposite that, and you come to $11. That is what he gets. 

So he will get $11 a week instead of $18. The net result of the 
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present provisions seems to us to be this: That it really is not in accord 
with good sound unemployment insurance principles, because the 
purpose of unemployment insurance is not to feed out driblets of 
money to people who had a few weeks of earnings in a particular 
period, it is to pay out sums that will really do the job to people who 
are genuinely attached to the labor force. 

The effect of the proposed amendment is not to knock out this pro- 
cedure altogether, but is simply this: 

To repeat the process, you come over to column B on the table and 
you find the $18 and then over to $621 in column C. Then you are 
allowed to return your finger up two spaces, and you come to $552, 
and that is as far as you can go. 

If your total earnings for the year, then, are not as much as that 
$552, you are out altogether. You do not get anything. That is 
the proposed amendment. 

The purpose of this, as I say, is simply to tighten, to some extent, 
the eligibility rule for people who typically have most of their earn- 
ings in one quarter, and very, very little outside of the quarter. 

In the broad sense, what it will do will be to keep the unemployment 
insurance fund from being reduced by payments of very small weekly 
benefits to people who he ad very short periods of employment. We 
think that is an appropriate counterbalance to some extent to tighten 
eligibility requirements while the duration is being extended to a 
potential 26 weeks. 

The third point in S. 1163 has to do with disqualifications, and makes 
two changes. 

One, it substitutes a flat 6-week disqualification for the present 
variable 4- to 9-week disqualification in the direction of the Admin- 
istrator. 

Second, it deletes the cancellation of the benefit feature which was 
inserted last year. 

Here again it seems to me that we have to go back and ask ourselves 
what the fundamental theory and idea of this so-called disqualification 
procedure is. You know, there is a tremendous amount of misunder- 
standing about disqualifications. If you say to the average person, 
“He quit his job,” the average person will probably say, “Well, why 
should he get unemployment insurance benefits because he quit? Isn’t 
uneniployment insurance supposed to be for involuntary unemploy- 
ment? Therefore, why should he get anything at all ?’ 

Well, that sounds fairly reasonable on the surface. But, if you 
look a little closer, it isn’t quite as plausible as it seems. 

The real purpose of unemployment insurance is to pay benefits for 
economic unemployment. It is not to pay benefits for so much of 
unemployment as is, in fact, caused by voluntarily quitting or dis- 
charge for misconduct, refusal of suitable work. 

3ut that brings us to the question, in the case of a particular man, 
how much of the unemployment that ensues after he quits his job is, in 
fact, the result of his quitting. You take a man that, let us say, 
voluntarily leaves his job because he does not like it or because a 
thinks he can do better elsewhere. He starts looking for work and 5 
or 6 weeks go by. Now we know from long experience with unem- 
ployment insurance that the average period that it takes to find : 
new job is about 5 to 6 weeks. 
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This man looks for 5 or 6 weeks, and he does not find a job. Fif- 
teen weeks later he is still looking for a job. Isn’t it reasonable to 
say that somewhere along the line ‘the reason for his continued unem- 
ployment is no longer the fact that he quit his job, but the fact that 
general economic conditions are such that he could not find a job 
in the normal length of time? That is the theory of disqualification 
limits. So, you say, “We will disqualify him, true, but not forever. 
We will disqualify him for the period that experience shows is rea- 
sonably attributable to his own acts, which is about 6 weeks.” 

Once that underlying principle is clear, then most of these other 
details do not cause too much trouble. 

We do not believe that the variable period of 4 to 9 weeks in the 
present act is desirable. We think the flat 6-week period is much 
better. One reason for that is that 4 weeks might be too little; 9 weeks 
might be too long. Another reason, and I think this is perhaps the 
most cogent, is that it puts a tremendous burden on the claims taker, 
who has got his hands full as it is, to make these subjective judgments 
about the relative gravity of the different kinds of conduct to which 
he is, apparently, expected to assign a value of seriousness, somewhere 
bet ween the figure 4 and the figure 9. 

Senator Morsr. Mr. Secretary, under this 4- and 9-week subjective 
procedure, is the evaluator supposed to take into account his judgment 
as to how hard the unemployed has tried to look for a job during the 
4- and 9-week period ? 

Mr. Larson. No, I do not think so, because the disqualification will 
be imposed once and for all when the reason therefor is established, 
and what he does after he has been disqualified won’t have any bear- 
ing on his disqu: ig ation. 

Senator Morsr. Well, let’s hold to the hypothetical you were dis- 
cussing. §S wide because he wants to find a better job. He cannot 
find a better job. 

Now you have a little fact that is overlooked by many of the critics 
who oppose giving unemployment insurance to a man who has vol- 
untarily quit his job. They seem to overlook the fact that economic 
freedom in employment gives a worker, or should give him, the right 
to try to better himself. ” He has got to have time to find a better job. 
So, he knows that in order to get a better job, he is going to have to 
take a loss for the period of time that it takes him to find a better 
ae 

), he quits, and as you say, expects a better job within a few weeks. 
But, ‘he made a mistake in judgment as to the availability of jobs, 
let us say. He just did not find that better job. He traveled even 
beyond the community, outside the State, to find a better job and could 
not find one, and came back. 

Under your amendment, he automatically goes on unemployment 
insurance after 6 weeks? 

Mr. Larson. That is correct. 

Senator Morse. But under the 4- and 9-week procedure, what sub- 
jective factors are taken into account by the evaluator in determining 
whether he goes on at the end of 4 weeks or 5 weeks or 7 or 8 or 9 
wee ‘ks? 3 

Mr. Larson. There aren’t any guides at all. It isa judgment that 
has to be made. And I honestly cannot imagine how you would try 
to judge which is more serious, let us say, a man who was fired because 
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he stayed away from work several days, or a man who was fired be- 
cause he nee i in the wrong place or something, or a man who quit 
for one reason or quit for another reason. It is difficult enough to 
disentangle all these complex human motivations and situations as it 
is, When you have to decide whether there should be a disqualification 
at all. 

Senator Morse. Under the 4- and 9-week arrangement, is it true 
that in actual practice, having X, Y, and Z, 3 unemployed men, and 
1 of them quit voluntarily to get a better job; Y got fired because he 
appeared drunk on the job one day; Z got fired because he pune hed 
the foreman in the nose, that the evaluator under your present system 
has the right to say “We will put X on at the en d of 4 weeks; Y on at 
the end of 6 weeks: Z on at the end of 9 weeks” 

Mr. Larson. oa at is right, they could do th: at. 

Senator Morsr. But the law does not lay down any standards of 
judgment ? 

Mr. Larson. abe none at all. 

Senator Morse. We have here, whether we like it or not, the oppor- 
tunity to exercise : » arbitrary discretion, don’t we ? 

Mr. Larson. I think that is right. 

And T think, although T have not really checked it—my impression 
is that the figure that was chosen could not itself be altered on judicial 
review. I think you could appeal the disqualification itself, whether 
it is imposed at all or not. But I think it would be very difficult to 
appeal and change the degree of disqualification by judicial review. 

Senator Morse. When we look behind the various purposes of un- 
employment insurance, unemployment compensation insurance, there 
is one purpose, is there not, of the Government following a level 
course of action that will provide sustenance to X, Y, and Z in my 
hypotheticals, and their wives and children, and from the standpoint 
of the community economic problem, it does not make very much 
difference to the bellies of those kids whether dad quit to get a better 
job or appeared drunk on the job or punched somebody in the nose? 

Mr. Larson. That is correct. 

The system is not set up to reward goodness and punish wickedness. 
Tt is set up to meet a problem of wage loss for the wage earner and 
his family and his children, 

Actually, what we are talking about, anyway, is not wickedness. 
Disqualific ation has a kind of a serious sound to it, but if you look 
into the actual cases, you will find that many times it applies to very 
debatable situations, where the element of fault in the ordinar y sense 
is rather small. Sometimes the fault may be rather serious, as in 
punching somebody in the nose, perhaps. 

However, you can also be disqualified, for example, because you 
get married and want to leave the community and live with your hus- 
band someplace a little ways off. I take it there is no fault in getting 
married. 


Senator McNamara. You are not prepared to substantiate that last 
statement ? 

Mr. Larson. There is one more feature and that is a cancellation 
which was injected last year into the disqualification process. -That 
is a provision that you not only have your benefits postponed for this 
period, say, 6 weeks, but you completely lose 6 weeks of credit so 
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that your total period for duration is 6 weeks less than it otherwise 
would be. 

Following out my analysis of what this disqualification really is de- 
signed for, I think it is quite clear that the destruction of benefit rights 
is not appropriate. 

You take this man again, he has looked for his job for 6 weeks. He 
has paid the price, if you like, for his own act. Now he is in the same 
position as anybody else. Economic conditions have taken over and 
it seems to us that he should get the same protection from unemploy- 
ment through economic conditions as anybody else. 

In fact, there are special situations in which this cancellation fea- 
ture can work some very real injustice, it seems to us. Suppose our 
man, for example, did, in fact, find a job this week. He got a new 
job and then a week later he lost that one for purely economic reasons. 
Now his cancellation of benefits relentlessly pursues him to his new 
job so that, if he then becomes unemployed for completely involuntary 
reasons, he has still got that cancellation which is. going to cut off a 
certain amount of his benefits from his second unemployment. 

Senator Morse. “X” quit his job and is disqualified for 6 weeks. 
But, a week after he quits his job, he gets another job in the same com- 
munity so he was out of work for only 1 week. He works on a new 
job for a month and the factory burns down. He is now unemployed 
and he has got to wait 5 more weeks before he can get unemployment ? 

Mr. Larson. No, that is not quite right. The postponement does 
not take effect at that point. He would start to draw his benefits, but 
if he remained unemployed, let us say, 26 weeks, and had a basic right 
to 26 weeks’ benefits, the cancellation would mean the loss, say, of 
6 weeks so that his total benefit rights would only be 20 weeks. The 
postponement feature remains as it was. The cancellation feature fol- 
lows him to his new job. Mr. Chairman, we say, then, that this set 
of three amendments represent a consistent, balanced and sound and 
humane approach to the improvement of the Unemployment Insur- 
ance Act to the District of Columbia. 

[ think I neglected to mention that the items on the 26-week dura- 
tion and on the changes in the disqualification provisions were recom- 
mended by the P resident in his economic report this year and were 
in the bill passed by the Senate last year. 

We think that these amendments will pay benefits where they 
should be paid and for a duration that will much better do the job, 
and without needless limitation and disqualifications which keep the 
act from doing the job it was set up todo. We, therefore, respectfully 
urge the enactment of S. 1163. 

Senator McNamara. Thank you. We appreciate your very fine 
testimony. 

We want to compliment you personally on the interpretation and 
the presentation generally that you have made as well as your Depart- 
ment. You may be sure that it will be given every consideration. 

We hope that if you have anything to add to that, you will not 
hesitate to let us know while the bills are being considered. 

Do you have some further comment, Senator Morse? 

Senator Morsr. No. 

Senator McNamara. Thank you again for your fine testimony. 
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We did not introduce your associate for the record, and we should. 

Mr. Larson. Mr. Merrill G. Murray, Assistant to the Director, 
Bureau of Employment Security, Department of Labor, is with me. 

I believe you asked at the beginning whether we could say anything 
about the bill which has just been introduced? [S. 1835.] 

Senator McNamara. | thought you did in your remarks. 

Mr. Larson. I commented on so much of it as coincides with what 
is in 8. 1163. 

This bill has, as I understand, one important added feature which 
deals with the maximum benefit that is available. 

It makes a significant change: In place of the $30 a week maxi- 
mum, it puts a formula which, in effect, says that each year you will 
determine a figure which represents two-thirds or 67 percent of aver- 
age wages in the District. ‘That becomes the maximum for the year 
in place of the $30 figure. 

I know that you will appreciate that I cannot officially, just looking 
at the bill this morning, make a firm statement of the kind that one 
could make if he went through the entire process of developing an 
administration position. 

Senator McNamara. We appreciate that. 

Mr. Larson. I think, though, I should say this, that this bill has 
been put forward as being an attempt to reflect the recommendations 
of the President and of the Secretary of Labor and I think it is only 
fair to expect of me that I say something about that. 

Senator McNamara. Fine; I wish you would. 

Mr. Larson. I think the beginning point would be to read into 
the record a portion of the Secretary’s letter of February 16, 1954, 
which is directly relevant to this to all of the State governors. It runs 
as follows: 

The President has also directed attention to the fact that the present statutory 
benefit maximums under State laws have resulted in too high a proportion of 
claimants getting less than 50 percent of their weekly wages. Only by raising 
these maximums in line with the rising wages and living standards, can the 
program serve its purpose of providing sufficient purchasing power to aid in 
assuring an adequate benefit to the worker for loss of earnings and to effectively 
help in curbing economic decline. His report describes as a desirable goal of 
the program that maximum weekly benefits be raised “so that the payments 
to the great majority of the beneficiaries may equal at least half their regular 
earnings.” 

And I may say parenthetically, that a similar recommendation ap- 
peared in this year’s economic report. 


In his economic report the President has also called attention to the im- 
portance of assuring longer periods of unemployment insurance, 


And, at this point, the 26-week uniform duration is referred to. 


At its most recent meeting in January, the Federal Advisory Council on 
Employment Security took action supporting the President’s recommendations 
on improving weekly benefits. The Council recommended that in each State 
the maximum weekly benefit amount should be equal to at least 60 to 67 percent 
of the State’s average weekly wage. 

Recognizing that these are matters for State rather than Federal action, I 
suggest that you evaluate the protection afforded by the provisions of your 
State law as compared with the goals mentioned above. At the same time, of 
course, you will wish to make sure that qualifying requirements are such as 
to assure that only workers, in fact, attached to the labor force are entitled-to 
benefits. 
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Now I think you will see that the phrase used by the President, 
W a h has had quite a lot of attention, about the “great majority” 

beneficiaries getting benefits that will equal at least half their 
renal earnings, is not the identical formula that is used in this 
bill. This bill is based on two-thirds of average wages. 

Senator McNamara. That is mght. 

Mr. Larson. That becomes the maximum. 

Now I am told, however, that if you took the phrase “the great 
majority of beneficiaries” w hic th is obviously not a fixed mathematic al 
quantity but if, for the sake of argument, you took it at 75 percent, 

you would come out with approximately the same result as if you took 
two-thirds of average wage and made it your maximum. In the 
District, it would work out something like this: The average wage 
in the District would run around $80. Two-thirds of that would be 
about $54. And I am told that if you took 75 percent of the bene- 
ficiaries as it has been interpreted, and saw to it that they got at 
least half their regular earnings, you would come out at about the 
same point. 

So, the only thing I can say is this, that the question of whether this 
is an implementation of the President’s suggested goals for improve- 
ment of unemployment insurance really comes down to whether it is 
at least permissible to say that “a great majority” could mean 75 
percent. 

Senator McNamara. I want to assure you that it is my understand- 
ing that this is in line with the President’s recommendation. We as- 
sume that we were following very closely in this bill. 

Mr. Larson. This average wage, of course, includes the Federal 
workers and the District of Columbia governmental workers as well. 

Senator McNamara. The $80 that you mentioned ? 

Mr. Larson. The $80, yes. The Federal and District workers 
average wage would be something like $91, and the private employees 
something like $69 and a fraction. You come out with an average 
of around $80. 

Senator Morsr. I think I would just like to have inserted in the 
record at this time the statement that I made at the time I released 
the new bill, the day before yesterday. 

Senator McNamara. We would be glad to have it inserted in the 
record at this point, following the testimony of Secretary Larson. 

(The document referred to is as follows :) 


STATEMENT OF SENATOR WAYNE Morse, DEMOCRAT OF OREGON 


Senator Wayne Morse, Democrat, of Oregon, for himself and Senators Beall, 
Case of New Jersey, Mansfield, McNamara, Neely and Payne, today introduced 
a bill to amend the District of Columbia Unemployment Compensation Act. 

Senator Morse said “I agree with President Eisenhower that the unemploy- 
ment compensation act of the District of Columbia should serve as a model for 
the States, although I believe, as he unfortunately does not, that it is the obli- 
gation of the Congress to set minimum standards for the States.” 

The President stated in his Economic Report of 1955, “The District of Columbia 
should have an unemployment insurance law that could be a model for the 
States,” and further that “It is highly desirable that the States change their 
'aws so that the great majority of covered workers will be eligible for pay- 
ments that at least equal one-half of their regular earnings.” 

The bill includes with no change those provisions which are contained in 
S. 1168, introduced by Senators Beall, Mansfield, Neely, and Payne. 

Section 7 (ad) calls for a uniform duration of 26 weeks, and sections 10 (a) (b), 
(c) change the present disqualification provisions to a straight 6-week disquali- 


| 
) 
| 
| 








D. C. UNEMPLOYMENT COMPENSATION ACT 17 


fication, with no cancellation of benefits for “Discharge for Misconduct,” “Vol- 
untary Quit,” and “Refusal to Accept Suitable Work.” 
The amendments mentioned above are in line with suggestions made last year 


by Senators Morse and Beall, President Eisenhower, and others. 

The bill, however, adds two provisions (1) the deletion of the requirement that 
each payment of benefits be reported to the base period employer, and (2) an in- 
crease in the maximum weekly benefit amount. The latter addition, in par- 
ticular, is deemed necessary to bring District of Columbia Unemployment Insur 
ance Law in closer alignment with President Eisenhower's expressed wishes, and 
Secretary of Labor Mitchell’s letters of February 16 and November 27, 1954 to 
State governors. 

Secretary of Labor Mitchell spelled out the recommendations of the Presi- 
dent in a letter dated February 16, 1954, to all State governors and more ex- 
plicit!y in a letter to State governors dated November 27, 1954. This last letter 
said in part: 

“You will recall the goals suggested by the President for improvement of the 
henefit provisions of the unemployment insurance laws. He suggested th: uf ‘sae 
States raise their dollar maximums so that the ar to the great majority 
of the beneficiaries may equal at least half their regular earnings. In order 
to achieve this goal, it is our belief that the maximum benefit level, which is the 
principal limiting factor on weekly benefits, should be asered to the average 
gross earnings of all workers covered by the program, not just of those who are 
drawing benefits at any particular time. Weekly benefit amounts heneath this 
maximum should be at least 50 percent of the workers’ gross earnings in covered 
employment.” 

In order for the recommendations of the administration to be carried out it 
is necessary that the maximum be high enough in order that “the great ma- 
jority” will not have their benefits curtailed by the fixed benefit maximum. If 
75 percent of the workers are not to have their benefits so curtailed a maximum 
of at least 67 percent of the average weekly wage is necessary. The bill provides 
a formula under which most workers would receive at least 50 percent of their 
regular income. However, there is also an effective ceiling so that benefits of 
very highly paid individuals cannot receive more than “G7 percent of the average 
weekly earnings of all individuals” employed. 

The present Maximum of $30 is less than 50 percent of the average weekly 
wage of workers covered by the law which including Federal! workers is estimated 
to be between $80 and $85 a week. 


Mr. Larson. I would like to say this, too, that, of course, the lan- 
guage used in the President’s Economic Report is obviously not a rigid 
mathematical formula because it starts right out with the phrase “the 
great majority” which has no fixed mathematical content. I think that 
is proper because I do not think it would be right, for the Federal- 
State or Federal-District relations, for the Federal Government to 
say, “this is exactly the mathematical formula to use; subtract this, 
add this, multiply by something else and you come out with a certain 
number.” Instead of that the object of the President’s utterance was 
to set a goal for improvement that is not a precise machine-tooled 
formula. 

So, the question then, as I say, is simply whether this is one legiti- 
mate or permissible interpretation of that formula. 

Senator McNamara. Thank you, again. That was fine testimony. 

The next witness we would like to hear from is Mr. ©. A. Wharton, 
Director, District of Columbia Unemployment Compensation Board. 


STATEMENT OF C. A. WHARTON, DIRECTOR, DISTRICT OF COLUMBIA 
UNEMPLOYMENT COMPENSATION BOARD 


Mr. Wuarton. Mr. Chairman and members of the committee, we 
were privileged to have a draft of the Secretary’s statement. There- 
fore, I do not have anything further to add with respect to 1163 ex- 
cept to say that we approve the bill. 
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With respect to 1835, we haven't received it so I am not prepared to 
say anything about that. 

Senator McNamara. All right, then. Do I take it that you would 
like to have time to digest the 1835 bill and write or come back— 

Mr. Warton. Whichever you like. 

Senator McNamara. Whichever suits you. We will see that it is 
made part of the record in either event. 

Mr. Wuarron. Thank you very much. 

Senator McNamara. Thank you for your appearance. 

I did not give you a chance to ask any questions, Senator Morse. 

Senator Morse. No; that is all right. 

Senator McNamara. Mr. Robert F. Kneipp, Assistant Corpora- 
tion Counsel, District of Columbia. 

Proceed in your own manner, sir. 


STATEMENT OF ROBERT F. KNEIPP, ASSISTANT CORPORATION 
COUNSEL, DISTRICT OF COLUMBIA 


Mr. Kwerprr. I am here, sir, to represent the Commissioners and 
Corporation Counsel, all of whom regret that they are unable to be 
present this morning. 

I would like to begin by saying that while, through the courtesy of 
Mrs. Williams of the committee's staff, the Commissioners have been 
acquainted with the substance of the first section of S. 1835. They 
feel that some opportunity should be given them to give further con- 
sideration to the proposal. So, they are not prepared today to state 
their position on 1835. 

Senator McNamara. All right. We will say to you, as we said to 
the previous witness. Wew ould be glad to either have you come back 
or write us and tell us what your reaction is to that portion of the 
bill you have not had an opportunity to study. 

Mr. Kwerer. Thank you, sir. 

With respect to S. 1163, the Commissioners late yesterday after- 
noon received Bureau of the Budget clearance on their report, and 
this morning Commissioner Spencer signed the report and I have it 
here to present it to the committee. Unfortunately, I have not had 
time to have it dated, so, if I may impose upon the committee’s staff 
I would like to have today’s date shown on the report, sir. 

Senator McNamara. We appreciate it, and it will be made a part 
of the record at this point. 

(The document referred to is as follows :) 

GOVERNMENT OF THE Districr or COLUMBIA, 
EXECUTIVE OFFICES, 
Washington 4, D. C., April 28, 1955. 
Hon. MATTHEW M. NEELY, 
Chairman, Committee on the District of Columbia, 
United States Senate, Washington, D. C. 


My Dear Senator NeeELy: The Commissioners of the District of Columbia have 
for report S. 1168, 84th Congress, a bill to amend the District of Columbia Unem- 
ployment Compensation Act, as amended. 

The bill amends the District of Columbia Unemployment Compensation Act in 
two principal respects, (1) by substituting for the present limitation on benefits 
set forth in section 7 (d) of the act, a “two-step-back” limitation, to be inserted 
in section 7 (c) of the act; and (2) by substituting a flat 6-week disqualification 
period for the present variable 4- to 9-week period which the District Unemploy- 
ment Compensation Board, in its discretion, is authorized to fix. 
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Under existing law, a qualified claimant for unemployment compensation is 
entitled during any benefit year to a total amount of benefits equal to 26 times 
his weekly benefit amount, “or 3314 percentum of the wages for employment paid 
to such individual by employers during his base period.” It has been the expe- 
rience of the District Unemployment Compensation Board that the normal indi- 
vidual is capable of earning his minimum qualifying wages in a period of 18 to 20 
weeks if he continues to work 5 to 7 weeks beyond his “high quarter” at the rate 
of his wages during such high quarter. This would make it possible, were there 
no limitation fixed on the amount of benefits, for a claimant to be employed for 18 
to 20 weeks of his 4-quarter base period, and then to draw benefits for a 26-week 
period on the basis of the high quarter wages. Because of the manner in which 
the Unemployment Compensation Act has been constructed, it would be possible, 
under the circumstances just described, for a claimant to draw, over a 26-week 
period, unemployment compensation approximately equal to 75 percent of the 
wages he earned during the period of his employment, were this compensation not 
limited, as at present, to one-third of such earnings. 

The proposed amendment of the Unemployment Compensation Act has the 
effect of removing from the act the present limitation on unemployment benefits 
to an amount not more than one-third of the wages received by the claimant dur- 
ing his 4-quarter base period, and adding to the act a provision which would have 
the effect of limiting the claimant’s for unemployment compensation to those 
persons who are substantially attached to the labor market. This limitation on 
the claimants is achieved by adding, in section 7 (c) of the act, a provision which 
may be referred to as the “two-step-back” provision. 

In order that there be an explanation of the effect of the proposed “two-stey- 
back” provision, it is necessary that there first be a discussion of the “step-back” 
feature in the existing law, as follows: 

Refering to table A in section 7 (b) of the act, a claimant for unemployment 
compensation may have earned, during the “high quarter” of his 4quarter base 
period, an amount between $460.01 and $483. Such earnings during his high quar- 
ter, taken with “minimum qualifying wages” totaling $724 during the entire 
4-quarter base period, would entitle the claimant to benefits of $21 per week for 26 
weeks. But it might be that while the claimant had one good quarter during his 
base period, he earned very little during the remainder of the base period. Under 
existing law, such a claimant could “step back” down the amounts shown in col- 
umn C of table A to the amount commensurate with his earnings during the base 
period. In the present instance, assume these to be $500. In such a case, while 
the claimant would not be entitled to $21 per week, under existing law he would 
qualify for benefits of $14 a week, by “stepping back’ down column C to the mini- 
mum qualifying wage figure of $483. Since $500 is more than the required mini- 
mum of $483, entitling him to $14 per week, but less than $517, entitling him to 
$15 per week, the claimant would qualify for benefits of $14 per week. Existing 
law, it may thus be seen, allows persons remaining employed for a relatively short 
period (but at least 13 weeks) to draw at least $8 per week unemployment com- 
pensation for 26 weeks, so long as they earned, during the 13 or more weeks they 
were employed, at least $276. 

This feature of existing law does not have the effect of excluding from unem- 
ployment compensation benefits persons who are not substantially attached to 
the labor market. Conceivably, a housewife, a student, or a retired person might 
all qualify for unemployment compensation by working little more than 13 weeks 
during a 4-quarter base period. The proposed amendment of the Unemployment 
Compensation Act would tend, it is believed, to exclude such part-time workers 
from its provisions, and limit the payment of benefits to claimants substantially 
attached to the labor market, by adding to the act what might be termed a “two- 
step-back” provision, the operation of which might be described as follows: 

Again referring to table A in section 7 (b), assuming that a claimant has 
earned between $460.01 and $483 during his high quarter, such claimant, if he 
earned at least $724 during his 4-quarter base period, could qualify for benefits 
of $21 per week. If his total earnings were less than $724 but $690 or more, 
the claimant, although not qualifying for $21 per week benefits, nevertheless 
could take one step back and qualify for $20 per week. Finally, if his total 
earnings were less than $690 but $655 or more, the claimant might take 2 
steps back down column C, and qualify for benefits of $19 per week. But under 
the proposed change in existing law, such a claimant could take no more than 2 
steps back down column C, and if his minimum qualifying wages were less 
than $655, the claimant would not be able to qualify for unemployment com- 
pensation benefits. 
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The proposed change in existing law, the Commissioners believe, while it 
will remove the present limitation of unemployment benefits to one-third of 
the wages earned during the claimant’s base period, nevertheless will have 
the effect of excluding from the benefits of the act those persons who would 
not appear to be substantially attached to the labor market. For this reason, 
the Commissioners have no objection to the proposed amendment of section 7 

f the District of Columbia Unemployment Compensation Act. 

With respect to the proposed amendment of subsections (a), (b), and (c) of 
section 10 so as to establish the period of a claimant’s disqualification at a flat 
6 weeks, in lieu of the provision in existing law for a variable 4- to 9-week dis- 
qualification period, as the District Unemployment Compensation Board in its 
discretion may determine, the Commissioners have no objection to such change. 

The Commissioners have been advised by the Bureau of the Budget that 
there is no objection on the part of that Office to submission of this report to 
the Congress. 


Yours very sincerely, 
SAMUEL SPENCER, 
President, Board of Commissioners, District of Columbia. 

Mr. Kwnerpp. The substance of the report is this: It covers much of 
the same ground, the technical aspect of 1163, that has been covered 
by Secretary Larson and NBNDS by stating that the commissioners 
have no objection to the bill, the proposed amendment of the act. 

[ should like to say, however, that that action is taken by the ma- 
jority of the board because Commissioner Camalier was not present 
at the time the board acted. Therefore, he was unable to vote on it. 

Other than that, sir, I have nothing. 

Senator McNamara. Thank you very much. We appreciate your 
statement and I know it will be helpful to the committee 

Next is Mr. Biemiller, legislative representative, American Federa- 
tion of Labor. 

Mr. Bremicier. Mr. Chairman. Mr. Preller, president of the 
Washington Central Labor Union, is with me and I would like him 
to speak very briefly before I present my testimony to the committee. 

Senator McNamara. All right. We will see that the record shows 
that both gentlemen appeared at this point. 


STATEMENT OF CLEM PRELLER, PRESIDENT, CENTRAL LABOR 
UNION, DISTRICT OF COLUMBIA 


Mr. Pretier. Mr. Chairman, and members of the committee, I am 
pleased to have the opportunity of appearing here this morning. 
You have before you today S. 1163 and §S. 1835. As representa- 
tive of the Washington Central Labor Union, I am committed and 
happy to support both bills. As the employee representative on the 
District of Columbia Unemployment Compensation Board, I had 
wn opportunity of seeing the recommendations which are now in- 
cluded in S. 1163. While we felt they did not go as far as they 
could have, we nevertheless felt, and still feel, that the sponsors can 
be proud of the strides forward which this bill represents. We are 
particularly gratified that the disqualification provisions have been 
lowered to 6 weeks and fixed. By this, I mean we would no longer 
have to deal with a variable duration which is discriminatory, as 
well as being difficult to administer. We are also most pleased to 
have at long last obtained a uniform duration—at least we hope 
we will obtain it. 
I said before that I come before you supporting two bills. The 
second bill, S. 1835, as we understand it, contains exactly the same 
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provisions as does S. 1163. It goes further, however, in that it in- 
creases the maximum benefit amount, and takes care of a really 
troublesome item which is now contained in our Act. Insofar as the 
increase in the benefit maximum is concerned, I did not understand 
why the Department of Labor itself did not originally ask for such 
a provision. We had thought, particularly after the Secretary’s 
letters to the States and Territories, that he would attempt to carry 
out his plans for those of us who are in his own jurisdiction. We are 
particularly pleased that S. 1835 takes care of this important feature. 
We want to congratulate the sponsors of this bill on their method of 
arriving at the maximum benefit amount. The percentage, rather 
than a flat figure, will be much easier to administer, and will be much 
fairer, for the maximum benefit amount will now accurately reflect 
actual wage conditions in the District. 

The other change that S. 1835 seeks to make is that dealing with 
sending notices to the base period employer each time one of his 
former employees received a benefit check. We heartily endorse this 
change. 

Gentlemen, I think that you have performed a service in intro- 
ducing this legislation, and we urge favorable action on S. 1835, since 
this would seem to be the more inclusive bill. 

Senator McNamara. Thank you very much. 

Mr. Pretier. Thank you, Mr. Chairman. 


STATEMENT OF ANDREW J. BIEMILLER, MEMBER, NATIONAL 
LEGISLATIVE COMMITTEE, AMERICAN FEDERATION OF LABOR 


Mr. Bremiiter. For the record, my name is Andrew J. Biemiller. 
I am a member of the National Legislative Committee, American Fed- 
eration of Labor with offices at 901 Massachusetts Avenue, NW., 
Washington, D. C. I am appearing on behalf of that organization. 

As this committee may know, the American Federation of Labor 
was greatly disturbed when last year the bill amending the District 
of Columbia’s Unemployment Compensation Act turned out not to 
be the type of bill we had expected it would be. We were, therefore, 
heartened when Senator Beall, in a Senate speech on August 7, 1954, 
said : 

Your conferees intend to propose further amendments to the law in the next 
Congress, designed to liberalize some of the stringent disqualification provisions 
contained in the conference bill and thereby extend unemployment benefits more 
widely than provided for in the bill as reported. 

Your conferees believe that the present proposal is a step forward, however. 
and brings the District substantially into line with many States in this field. 
With certain further improvements, the law of the District can become a model 
for the country, as your conferees believe it should be. 

It appears that Senate bill 1835 will go a long way toward realizing 
the hopes of Senator Beall and his colleagues in this matter. 

Before we take up the specific provisions of the instant bill, I should 
like to comment briefly on the need to make the District of Columbia’s 
Unemployment Compensation Act a piece of “model” legislation. 
This, by the way, is not just an objective of the American Federation 
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of Labor. President Eisenhower, in his economic report of January 
1955, said ; 

The District of Columbia should have an unemployment insurance law that 
could be a model for the States. Last year the Congress improved the law by 
raising the maximum amount and duration of benefits; but the new law made 
it more difficult for unemployed persons to receive benefits for the maximum 
period. This weakness should be remedied by providing 26 weeks of benefits for 
all persons who qualify and who remain unemployed that long. The disquali- 
fication provisions of last year’s law should also be reviewed. 

In our opinion, it is important to move in the direction indicated 
by the President. 

The Federal-State system of unemployment insurance is, as you 
know, a unique intergovernmental relationship. The States operate 
under a fairly detailed accounting control, within only a general 
framework of administrative procedures and with no controls, what- 
soever, insofar as standards for benefits, duration, and disqualifica- 
tions are concerned. 

In other words, the various States set their own standards in ac- 
cordance with the particular problems they find within their indi- 
vidual boundaries. There have, however, been a number of discus- 
sions as to what these standards should be, and how the right ones 
can be arrived at. And I think it must be admitted that no jurisdic- 
tion, including the District of Columbia, has a model unemployment 
insurance law, or even close to model. The President, therefore, sug- 
gests that one function of the District government is to set guideposts 
in this important area, so that discussions do not take place in a 

vacuum. 

It is obvious that in matters affecting the District of Columbia the 
Congress is in a position comparable to a State legislature. You pass 
legislation which governs the District; therefore, your positive action 
in presenting to the country the best unemployment insurance act 
possible will be most important. If such an example is set, it will do 
a great deal to encourage the States toward improving their employ- 
ment security system. 

As to S. 1835 itself, the first paragraph simply deletes that sentence 
in the bill which requires that the unemployment compensation agency 
informs the charged base-period employer of each check sent to a bene- 
ficiary. We see no need for what to us is unnecessary redtape. We 
endorse this section of the bill which makes the deletion mentioned. 

The proposed bill also deals with the maximum benefit amount. 
It suggests, and in our view rightly so, that the maximum benefit 
amount should be geared to a percentage of the average weekly wage. 
This has the virtue of being a permanent formula whic sh will acc ‘urately 
reflect the wage conditions in the District. It obviates the nec essity 
of continually going before Congress and asking for changes called 
for by changing economic conditions. It is a fair and simple method 
which we heartily endorse. The difficult problem is, of course, that 
of arriving at a proper percentage figure. Senate bill 1835 uses 67 
percent of the District’s average weekly wage. 

Secretary of Labor Mitchell, speaking presumably for the Presi- 
dent of the United States as well as for himself had this to say with 
regard to the maximum benefit amount. I am quoting from two 
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letters sent from Secretary Mitchell to State governors. The first 
letter, dated February 16, 1954, read in part: 


At its most recent meeting in January (1954) the Federal Advisory Council 
took action supporting the President’s recommendations on improving weekly 
benefits. The Council recommended that * * * the maximum weekly benefit 
amount should be equal to at least 60 to 67 percent of the State’s average weekly 
wage. 


The second letter, dated November 27, 1954, read in part: 


You will recall the goals suggested by the President for improvement of the 
benefit provisions of the unemployment insurance laws. He suggested that the 
States raise their dollar maximums so that the payments to the great majority 
of the beneficiaries may equal at least half their regular earnings. In order 
to achieve this goal, it is our belief that the maximum benefit level, which is 
the principal limiting factor on weekly benefits, should be geared to the average 
gross earnings of all workers covered by the program, not just of those who are 
drawing benefits at any particular time. Weekly benefit amounts beneath this 
maximum should be at least 50 percent of the workers’ 


gross earnings in covered 
employment. 


We believe the wording speaks for itself. Secretary Mitchell wants 
the maximum benefit amount geared to the average weekly wage of 
all covered workers. He wants, moreover “a great majority of the 
beneficiaries” to be able to receive benefits which equal 50 percent of 
their earnings. 

Now a “great majority” can mean a different figure to different 
people, but it is doubtful eiasthas it can mean less than 75 percent. 
Thus it is necessary to locate a wage below which 75 percent of the 
covered workers fall. By taking a wage distribution of the covered 
workers in the District of Columbia, this wage below which 75 per- 
cent of the workers fall could be easily located. While we have not 
had an opportunity to look at such a distribution, we feel that the 
proposed figure of 67 percent of the average wage would be about 
right. We believe this because of the following figures: In the Dis- 
trict of Columbia in 1954, there was a total labor force of covered 
workers of 402,179. This includes Federal employees for they are 
now covered for the purpose of unemployment compensation. The 
average weekly wage for these workers was approximately $80 per 
week. Because of the relatively high average weekly wage of Fed- 
eral employees—around $90— and bec: ‘ause of the number of Federal 
employees, 184,194, it is our estimate that in order to give 75 percent 
of the workers of the District of Columbia benefits which equal at 
least half of their average weekly wage, the maximum benefit amount 
will have to be placed at between 67 percent and 70 percent of the 
average weekly wage of covered employees in the District. ‘The com- 
mittee may well want to get wage distribution figures from the appro- 
pr iate agencies. The figures we have just used come from the United 
States Civil Service Commission, and the District of Columbia 
Unemployment Compensation Board. 

The bill we are discussing also covers duration of benefits. While 
we feel the duration should be longer, we are willing at this time to 
accept the number of weeks asked for by President E ‘isenhower in his 
Sconomic Report of January 1955. He said: 

For this reason, the States are urged to lengthen the term of benefits to 26 


weeks for every person who qualifies for any benefit and who remains unem- 
ployed that long. 
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Secretary of Labor Mitchell, in his letter of November 27, 1954, to 
State governors said: 

The duration provisions should also be veappraised. While the majority of 
beneficiaries were reemployed before exhausting their benefit rights during 1954, 
substantial numbers were not so fortunate. During the first 9 months of this 
year, over 1.3 million claimants exhausted their benefit rights before reemploy- 
ment. This experience illustrates the need for providing longer periods of pro- 
tection in order for the program to be more effective. Here, implementation of 
the President’s suggestion that the States provide 26 weeks of benefits uniformly 


t 


to all eligible claimants would strengthen the system immeasurably. 


One of the most important sections of any unemployment insurance 
act is that provision which deals with disqualifications. We are grati- 
lied to see that disqualifications are being reduced and agree with 
Senator Morse when he said in a floor speech last year : 

I do not believe that punitive power should be vested in an unemployment 
insurance commissioner. The duration of a disqualification period should be 
fixed and uniform and should not exceed the time required by the average in- 
dividual to find work in a year when business is good. If a claimant is unem- 
ployed beyond that time in spite of the fact that he is seeking work, it is reason- 
able to conclude that his unemployment is due to bad economic conditions against 
which the unemployment-insurance program professes to, and should, insure him. 

We are particularly pleased to see that the disqualification periods 
are set allowing for no discretion on the part of the agency. I think 
that the agency itself will agree that a variable period of disqualifica- 
tion makes the application of this part of the act very difficult. 

May I say in closing that while there are perhaps a few more things 
that should be changed in the District act in order to make it the 
model bill, we nevertheless congratulate the sponsors of Senate bill 
1835. We feel that you have made great strides in this difficult area 
of legislation, and urge favorable action on S. 1835. 

It is a great pleasure to find the distinguished Senators who are 
sponsoring the bill, the administration, and the American Federation 
of Labor in substantial agreement on the basic provisions of a model 
bill. 

May I add just one more point to that testimony, Mr. Chairman ¢ 

The letters that I have quoted from Secretary Mitchell were ad- 
dressed to the governors of the several States urging that they take 
action through their official State boards to try “and meet the sug- 
gestions that were embodied, first, by the President, and then in the 
letter from the Secretary. Now as I said, and I am certainly sure 
that it is not a secret, anybody sitting in this room and repeating 
as I said, and I am sure it is certainly no secret, anybody sitting in 
this room knows you are, in fact, a State legislator and it seems to 
me it is only in good keeping with the administration’s suggestion 
that we ought to try to meet the goals set by the administration in 
this respect. 

Senator McNamara. Thank you very much, Mr. Biemiller, and 
thank you Mr. Preller. 

Are there any questions? 


Senator Morse. Do you have any information, Mr. Biemiller, as 


to any of the changes in the State laws by State legislatures that have 
met. this year? 


Mr. Bremitirr. There have been some improvements made here 
and there. There have been none of them that, in our opinion, be- 
gin to meet the goals set by the President and the Secretary of Labor. 
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Then, again, as I have said, quite frankly, that is one reason we 
would like to see those laws meet this goal so that we W ill have some 
thing that we can really point to that the President’s goals have been 
met. 

Senator McNamara. Thank you for your very fine presentation. 

Mr. Bremitier. Thank you, Mr. Chairman. 

Senator McNamara. Mr. Francis O’Connell is here. or did he send 
a representative ¢ 

Mr. O’Connell we are glad to have you with us. You may proceed 
in your own manner. 

1 see you have Leonard Lesser, who is the legal counsel of the 
social-security department of the United Auto Workers, of C 10. 


STATEMENT OF FRANCIS A. O’CONNELL, VICE PRESIDENT, ON 


BEHALF OF THE DISTRICT OF COLUMBIA INDUSTRIAL UNION 
COUNCIL, CIO 


Mr. O’Conneti. My name, for the record, is Francis A. O’Connell. 
I am vice president of the District of Columbia CIO Industrial 
Council. 

On behalf of the thousands of CIO members working in the Dis 
trict of Columbia, we urge your support of substantial improve- 
ments in the District of Columbia unemployment insurance law. We 
favor the amendments embodied in the Beall bill, S. 1163, providing 
26 weeks’ uniform duration and less punitive disqualification pro- 
visions, and in addition, we strongly support an increase in the benefit 
ceiling to two-thirds of average weekly wages in covered employment 
as incorporated in S. 1835. We urge enactment of that bill. 

A sound unemployment insurance program contributes to healthy 
family development and to steady business growth. When men and 
women are unemployed through no fault of their own and do not 
receive adequate benefits, the entire community suffers through 
reduced purchasing power, heavy relief loads, and the development 
of destructive social conditions which foster illness, mental disease, 
and crime. 

In 1938, when unemployment insurance benefits were first paid in 
the District, the maximum ceiling of $15 a week was three-fifths of 
average weekly wages in covered employ ment. ‘Today, the $30 maxi- 
mum is between two-fifths and one-third of such average weekly wages. 

Washington is one of the most expensive United States cities in 
which to live. The cost here of the modest but adequate budget for a 
family of four, prepared some years ago by the United States Bureau 
of Labor Statistics, is about $85 a week. "The | udget allows nothing 
for savings, other than a small amount for life insurance. Low- paid 
workers cannot be expected to tide themselves over during periods 
of unemployment, and the $30 maximum is pitifully low compared to 
family requirements for housing, food, clothing, medical care, trans- 
portation, and other essentials. 

The unemploy ment tax rate of private employers is only one-tenth 
as great as in 1938, amounting to only three-tenths of 1 percent of total 
covered payrolls. Clearly, the payment of more adequate benefits 
would. not be too costly. The tax rate in the District is only a third 
of the national average, and a substantial reserve exists. 
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Our specific recommendations for amending the law are as follows: 
Duration should be extended to 26 weeks for all eligible workers, 
as provided in S. 1163 and S. 1835. We should prefer a longer dura- 
tion up to 39 weeks, as we indicated last year. 

The punitive and highly unfair disqualification provisions which 
the Senate reluctantly agreed to last year should be replaced by the 
Beall substitute of 6 weeks’ postponement of benefits, with no cancella- 
tion of benefit rights. Even these amendments would still provide 
more delay in benefits than we favor, and than the law specified prior 
to last year’s amendments. 

The maximum should be set at 67 percent of average weekly wages 
in covered employment during the preceding year. Such a maximum 
would give better protection to living standards and would provide 
flexibility in the future as average wages rise or fall. 

Of course, no worker would receive the maximum if it is greater 
than what the formula permits an individual to receive in relation to 
his own earnings. The present law gives a worker about one twenty- 
third of his high-quarter earnings, or in the neighborhood of 50 per- 
cent of his average weekly wages, depending on the number of weeks 
worked. 

The meager dependents’ benefits of $1 a week up to a family maxi- 
mum of $3 a week should be payable to workers in addition to the 
primary benefits specified. 

We should prefer still better provisions of various types. These we 
have outlined represent the least we think should be considered and 
enacted now. ‘These provisions are contained in 8. 1835, and we urge 
the committee to report out such bills. 

We have kept this statement short in recognition of time limitations, 
but Mrs. Katherine Ellickson, executive secretary of the CIO social 
security committee, who is to testify for the National CIO, will further 
clarify the position of the District Industrial Union Council. 

Senator McNamara. Thank you very much Mr. O’Connell. 

Did your associate wish to add anything? 

Mr. Lesser. No; other than to indicate again our support for S. 1835 
which, we believe, incorporates the recommendations of the adminis- 
tration and which should be enacted. 

Senator McNamara. Thank you. 

Do you have any comments or questions? 

Senator Morse. No, sir. 

Senator McNamara. Thank you for your very fine contribution. 
I am sure it will be helpful to the committee. 

That seems to conclude the witnesses for today. 
Meeting is adjourned at 11:10 a. m. 








DISTRICT OF COLUMBIA UNEMPLOYMENT 
COMPENSATION ACT 


WEDNESDAY, MAY 4, 1955 


UNIrep StaTes SENATE, 
CoMMITTEE ON THE Disrricr or CoLUMBIA, SUBCOMMITTEE 
on Pusiic Hearn, Epvucarion, WELFARE AND SAFETY, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at room F-38, 
Capitol Building, at 10 a. m., Senator McNamara (chairman of the 
subcommittee) presiding. 

Present: Senators McNamara (chairman of the subcommittee) and 
Case of New Jersey. 

Also present: Leo A. Casey, clerk; William P. Gulledge, counsel, 
and Murray W. Weight, assistant counsel. 

Senator McNamara. The subcommittee will please come to order. 
We have about 30 communications, most of them expressing opposi- 
tion to the proposed bill. At this point we would like to put them 
in the record and ask the staff to select 4 or 5 that they consider typical 
and print them in full and list the organizations and the signatures 
on the balance. Will you do that? 

Mr. GuuiEepee. Yes, sir. 

( The letters referred to are as follows :) 

OrTsEGO FALits Paper MILs, INc., 
Otsego, Mich., April 1, 1955. 


Hon. CHARLES E, PoTrer, 
United States Senate, Washington, D. C. 


Dear Str: We note with some alarm that there is a plan afoot to amend the 
District of Columbia unemployment compensation law to make it a model for 
all the States. We are not familiar with the District’s law and if it re- 
quires amendment in order to function effectively this should certainly be done. 
To set it up as a model for all the States is an entirely different matter. 

The District differs so greatly from the States and, indeed, the States are 
so different among themselves, that no single law can properly cover employment 
conditions in all of them. Furthermore this would be another step in the direc- 
tion of turning over to the Federal Government control of affairs that properly 
belong to the States. 

We hope that if this measure comes before you, you will exert your influence 
to defeat it. 

Yours very truly, G. A. McConney. 
Secretary. 


Frat Rock Cray Propuct Co., 
Flat Rock, Mich., March 28, 1955. 
Hon. CHARLES EB. Porter, 
Senate Office Building, Washington, D. C. 
Dear Sir: We are gravely disturbed by recent reports of plans to amend fhe 
District of Columbia unemployment compensation law in order to make it a 
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“model law” for all the States. We believe that it is inappropriate and undesir- 
able to try to do this, for the following main reasons. 

(1) It is impossible to work out an unemployment compensation law which 
would be suited to the peculiar conditions in the District of Columbia and 
which would also work well in the States. 

The District differs radically in almost every pertinent characteristic of its 
economy from every other State. 

For example, employment in the District is exceptionally stable, particularly 
because of the high percentage of salaried Government employees among the 
consumers in the District and partly because of the absence from the District 
of industries in which unemployment is likely to occur. This stability of em- 
ployment minimizes the cost of unemployment compensation in the District as 
compared with the cost in the States. 

(2) The concept of a “model law” is but another avenue toward federalization 
of the State unemployment compensation laws. 

If the Congress and the Labor Department should amend the District law 
and declare that it was henceforth to be regarded as a model for all the States, 
then the Congress and the Labor Department would inevitably be compelled by 
their own logic to propose that the States be forced, by Federal law, to con- 
form their laws to the District model. 

The State legislators cannot in good conscience ignore their widely different 
local conditions—needs, resources, and labor market characteistics—simply in 
order to conform to the type of provisions which the Congress thought appropriate 
for the District of Columbia. But if they should fail to do so, then the sincerity 
of the Congress and of the Labor Department can be challenged if they refuse 
to compel the States to conform to their model. 

We feel that the Congress should view the question of amending the District 
law in the same light as the State legislators do when they amend their respective 
State laws. Legislation for the District should be drafted and enacted on the 
basis of what is right and appropriate for employer, employees and the general 
public in the District. The inpection of any other consideration not pertinent 
to the District cannot fail to result in a law which is not so well suited to the 
conditions in the District as it should be. 

Yours very truly, Orro H. RUETTINGER. 


CHICAGO RAWHIDE MANUFACTURING Co., 
Detroit 4, Mich., March 80, 1955. 
Senator CHARLES E. Porter, 
Senate Office Building, Washington, D. C. 

Dear SENATOR: We would like to express our opinion on the forthcoming 
proposed change in the District of Columbia unemployment compensation law. 
Any change in this law for the purpose of making it a model law for all States 
to follow would be impractical, we believe, and we ask that you give your 
consideration toward defeating a proposal of this kind. 

It is our belief that each State has peculiar economic and employment situa- 
tions, and that each State should be left entirely free to legislate accordingly. 

Any attempt to set up a so-called model for the States to follow on unemploy- 
ment compensation could not hope to be successful in outlining solutions to 
the diverse problems that all the States encounter. 

We request that you give the most consideration possible toward defeating 
such a proposal. 

Yours very truly, S. C. McComps, Vice President. 


Brower FuRNITURE Co., 
Grand Rapids, Mich., March 31, 1955. 
Hon. CHARLES E. Potter, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Potrrer: There is before the House and/or Senate a bill setting 
up what is called a model law unemployment compensation law. I cannot be too 
emphatic in my objection to such a law for the District of Columbia to be used 
as a model for all the States to follow. 

Due to the fact that a large percentage of all the employees in the District 
of Columbia are employed by the Government this employment is exceptionally 
stable. There are little or no industries in the District in which unemployment 
is likely to occur. The stability of employment minimizes the cost of unem- 
ployment compensation in the District as compared with the cost in the States. 
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If the Congress and the Labor Department should amend the District law 
and declare that it is henceforth to be regarded as a model for all States then 
the Congress and Labor Department would inevitably be compelled by their 
own logic to propose that the States be forced by Federal law to conform their 
laws to the District model. 

I cannot let this matter go by without my mentioning the fact that your Secre- 
tary of Labor is going around the country making speeches in which he said 
that the President believes the maximum amount of unemployment compensa- 
tion should be equal to 50 percent of their gross pay—that means the average 
for the State. Outside of Detroit, Michigan’s average gross pay is not excep- 
tionally high, although Flint and Grand Rapids help to bring it above the average 
throughout the country. In other words the little industry in the little town 
would be compelled to pay an excessive amount and, of course, there would be a 
wide misuse of the benefit for which the law was first enacted. 

Thanks for reading this. 

Sincerely yours, 


JOHN M. Brower. 
(The documents referred to are from the following-named individ- 
uals and organizations :) 


Letter, dated March 30, 1955, from Williams Bros., St. Joseph, Mich.; signed by 
M. M. Sprunger. 

Letter, dated March 29, 1955, from Michigan Wheel Co., Grand Rapids, Mich. ; 
signed by C. R. Evenson, president. 

Letter dated March 30, 1955, from Aeroquip Corp., Jackson, Mich.; signed by 
F. W. Corwin, secretary. 

Letter dated March 80, 1955, from Michigan Bean Co., Saginaw, Mich.; signed 
by Irma Cannan, assistant secretary. 

Letter from Temprite Products Co., of March 30, 1955, East Maple Road, Bir- 
mingham, Mich.; signed by Wm. Reeve Clark, chairman. 

Letter from L. J. Stverak of March 30, 1955, 1037 North Riverside, St. Clair, 
Mich. 

Letter of March 31, 1955, from Grand Rapids Varnish Corp., Grand Rapids, 
Mich.; Chas. F,. Anderson, treasurer. 

Letter of March 31, 1955, from North Range Mining Co., Negaunee, Mich.; Rob- 
ert Q. Archibald, vice president. 

Letter of March 31, 1955, from Oliver Machinery Co., Grand Rapids, Mich.; 
R. F. Baldwin, president, 

Letter of March 31, 1955, from Grace Corset Co., Kalamazoo, Mich., by A. H. 
Hazzard, treasurer. 

Letter of March 31, 1955, from Goddard & Goddard Co., Detroit, Mich.; by 
H. ©. Henderson, secretary-treasurer. 

Letter of Mareh 30, 1955, from David 8S. Painter, Farm Crest Bakeries, 
Detroit, Mich. 

Letter of April 1, 1955, from Aget Manufacturing Co., Adrien, Mich.; by J. W. 
Roberts, secretary-treasurer, 

Letter of March 31, 1955, from Home Dairy Co., Saginaw, Mich.; signed by 
A. J. Salvner, comptroller. 

Letter of April 1, 1955, from Teeple Contracting Co., Port Huron, Mich.; by 
Robert L, Sprague. 

Letter from the J. L. Hudson Co., Detroit, Mich.; by E. C 
president. 

Letter from Janis & Stier Co., Hazel Park, Mich.; by John A. Stier. 

Letter from Bergsma Bros. of April 1, 1955, Grand Rapids, Mich.; by Louis Van 


Ess. 


Inc., 


. Stephenson, vice 


Letter of March 18, 1955, from Kenneth M. Russell, 4512 Avamere Street, 
Bethesda, Md. 

Letter of April 9, 1955, from Remus Co-op Creamery Co., Remus, Mich.; by Ted 
Baumann, manager. 

Letter of April 7, 1955, from Crobalt Ine., Ann Arbor, Mich.; by Lorenzo D. 
Burnell. 

Letter from Yard-Man, Inc., of April 5, 1955, 1410 West Ganson Street, Jackson, 
Mich.; by W. S. Butterfield, secretary-treasurer. 

Letter of April 6, 1955, from Holland Furniture Co., Holland, Mich.; by G. H. 
Telgenhof. 
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Telegram of March 29, 1955, from Michigan Molded Plastics, Inc., Dexter, Mich. 
Letter of March 28, 1955, from Clement Electric Co., Grand Rapids, Mich.; by 
E. B. Clement, president. 
Letter of March 28, 1955, from Rose Patch & Label Co., Grand Rapids, Mich.; 
by Lloyd E. Cook. 
Letter of March 29, 1955, from Hapman Dutton Co., of Kalamazoo, Mich.; by 
W. H. Phillips, vice president and general manager. 
Senator McNamara. The first witness is Mr. C. A. Wharton, Direc- 
tor, D. C. Unemployment Compensation Board. We will be glad to 
hear from him at this time. Will you proceed in your own manner. 


STATEMENT OF C. A. WHARTON, DIRECTOR, UNITED STATES 
UNEMPLOYMENT COMPENSATION BOARD 


Mr. Wuarrton. The District Unemployment Compensation Board 
by a majority vote does not recommend the passage of S. 1835. Mr. 
C. F. Preller voted for recommending the passage of the bill. 

If passed, S. 1835 would amend the District of Columbia Unemploy- 
ment Compensation Act in three respects. First, it would eliminate 
the sending of a notice of each check to a claimant’s principal base 
period employer. Second, it would place the maximum weekly bene- 
fit amount on a flexible basis with no dollar ceiling, but making the 
ceiling 67 percent of the average weekly wages in the District of Co- 
lumbia. In establishing the average weekly wage, consideration 
would be given to employment by the Federal Government as well as 
to employment covered by the Act. Third, it would establish sub- 
stantially the same periods of disqualification as contained in S. 1163. 

Among other respects, the District of Columbia Unemployment 
Compensation Act was amended at the last session of Congress, ef- 
fective January 1, 1955, to provide for the mailing of notices of checks 
to each claimant’s principal base period employer and to increase the 
maximum weekly benefit amount from $20 to $30. Only 4 months 
experience has been had under these provisions, and it is believed this 
time is too short to determine whether the check notice is beneficial 
or detrimental to our administration and whether it has any bearing 
on claimant’s benefit rights. This time is also too short to determine 
what bearing the increased benefits have upon the fund or as to their 
adequacy. It is believed too early to eliminate the check notice or to 
drastically amend the maximum weekly benefit amount in a manner 
which would increase the maximum weekly benefit to approximately 
$54 as of July 1, 1955. 

Inasmuch as the Board is on record as approving the disqualifica- 
tions set out in S, 1163, it approves the disqualifications provisions set 
out in S. 1835. 

Senator McNamara. Thank you, sir, for your testimony. 

The next witness is Mr. William Press. 


STATEMENT OF WILLIAM PRESS, REPRESENTING BOARD OF TRADE, 
WASHINGTON 


Mr. Press. Mr. Chairman and members of the committee, I am 
William Press, executive president of the Washington Board of Trade. 
Senator McNamara, may I just say that. we appreciate very much 
the courtesy of the committee in extending these hearings today so 
we would have an opportunity to prepare our testimony and to present 
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it. With the approval of the committee, I would like to ask Mr. 
Leonard Calhoun, who is a member of our employment committee to 
present our testimony. I believe that Mr. Calhoun is one of the best 
qualified men in the country on the subject of unemployment compen- 
sation and social security generally. He is a practicing attorney in 
this city who at one time was assistant counsel of the Social Security 
Board, another time majority expert on Social Security Finance Com- 
mittee and also member of the Social Security Advi go Committee 
to the present Secretary of the Department of Health, Education, and 
Welfare. I think therefore that Mr. Calhoun is imminently quali- 
fied to speak on our behalf. 
Senator McNamara. We are glad to have Mr. Calhoun here. You 
may proceed in your own manner without objection. 


STATEMENT OF LEONARD J. CALHOUN, REPRESENTING THE 
WASHINGTON BOARD OF TRADE 


Mr. Catnoun. At the start I believe it appropriate to invite the 
committee’s attention to the fact that the District of Columbia Unem- 
ployment Compensation Law underwent rather significant changes 
involving considerable liberalization in the closing days of the last 
Congress which changes did not become effective until January 1 of 
this year. These alterations were the result of extended consultation 
between representatives of the District’s organized labor, organized 
employees and Unemployment Compensation Board. 

1 might mention in passing that there was a rather unusual thing 
developed at the conclusion of the he: arings, that is, that the employer 
groups and the labor groups were invited to sit down and see how 
near we could come on agreement on 1 or 2 items. I think princi- 
pally this matter of variable duration or increasing eligibility amounts 
and we ended rather close together and the exact difference was split 
between us by the committee in reporting out last year’s legislation. 
I guess you may term that a form of collective bargaining. 1 thought 
that it was a rather statesmanlike thing to at least see how near we 
could agree on what was appropriate before taking any final action. 

While there was no unanimous agreement on all of those c thanges, it 
‘an be fairly said that they represented a bona fide effort to modernize 
the D. C. unemployment compensation law in a manner which, broadly 
speaking, was fair to all parties in interest. 

The amendments now being proposed in S. 1163 and S. 1835—which 
latter bill includes all the provisions of S. 1163 with some important 

variations I may mention in so-called stepback—are certainly not 
changes arrived at by consultation of the parties in interest nor are 
they “based. on experience with present law, or with any other law. 
No law can be pointed to that has these provisions in combination and 
has an experience under them that would give anyone any assurance 
whatsoever. 

Such experience is limited so far to 4 complete months and there are 
not available at this time enough statistics with respect to those opera- 
tions which may afford any very compelling guide or indication as to 
their relative goodness or badness in practical operation. We know of 
no adverse experience of the Unemployment Compensation Board 
whose duty it is to administer the law during this 4-month period, 
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nor do we have any knowledge of experience on the part of employees 
or employers, the persons most vitally concerned. 

There were not at the hearings the other day any specific examples 
of people who had suffered any specific hardships and, of course, there 
were no statistics presented. 

We maintain that changes should be made only to the extent ex- 
perience shows that the Congress should and can arrive at thoughtful 
and considered conclusions respecting the defects or omissions, if any, 
which actually are shown to be present through actual operations and 
of practical significance. 

A number of highly debatable issues are raised in S. 1163 and S. 1835. 
The proposal to transform the District of Columbia law to one pro- 
viding for uniform duration without altering features designed for 
a variable duration law is undoubtedly the most questionable ‘of them. 

Supporters of uniform duration, that is that if a person qualifies at 
all, it must be for a prescribed potential maximum, that applies to 
everybody, generally holding that the unemployment benefits should 
only be made available to those who have a high degree of attachment 
to the labor market and who are largely dependent on their earnings 
for their livelihood. 

If you will remember the testimony the other day by the Under 
Secretary, he said in giving an example: 

Suppose a claimant earned $400 in one quarter but worked only 1 day and 
earned only $10 throughout the balance of the year. We do not believe the un- 
employment insurance system is created to pay benefits to a person of this 
kind. Certainly we could not justify asking you to extend potential benefits 
to 26 weeks for a person who worked only 4 or 5 weeks and perhaps never 
really expected to work any more because of the wholly seasonal or casual 
nature of his work. 

As you notice when we go along, these bills would give exactly a 
person within that interdiction of eligibility if the roulette wheel of 
the quarter spun around and ended up in his favor. We do not believe 
in roulette type eligibility. 

Supporters of uniform duration argue that those having intermit- 
tent employment should not come under the program and that there- 
fore some qualifying standard defining attachment to the labor mar- 
ket should be established. Having met those standards claimants 
should be entitled to a full 6 months’ benefits. Those who are unable 
to qualify according to this theory should get nothing at all. 

On the face of it this is a reasonable and logical approach. AI- 
though it is interesting to note that only 14 States have adopted it 
while 34 employ the v ‘ariable duration principle. The secret of the 
comparatively small amount of adoption is that when it is gone into 
most States shy away from its practical conditions, principally be- 
cause there has been no real rule and certainly no omniscient basis of 
judgment as to just what would seem on straight prior attachment to 
the labor market justifying 26 weeks and what would not. A few 
States, only 4 of which pay as mach as 26 weeks, if my memory serves 
me right, have reached the conclusion that some very substantial 
annual w ages should be a qualifying amount for a maximum dura- 
tion, making their main variance not in potential duration but in 
benefit amount, and so it adds up in the long run to a direct relation- 
ship between total base period wages and total possible benefits in 
the base period. 
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The flexibility is not in the number of weeks but in the ups and 
downs of the weekly benefit amount. 

If the qualification is determined by the period of time in employ- 
ment, then there could hardly be less than 20 weeks as the absolute 
minimum. New York, for example, which has made that approach, 

requires a substantial employment in each of 2 weeks. Can it be said, 

however, and this is true of any law that tries to operate on a basis, 
“We will pay him nothing at all unless we can justify paying him 
26 weeks” 

Can it be said that the claimant with only 19 weeks’ employment is 
per se less firmly attached to the labor market than his counterpart 
with 20 weeks? The States have been able to answer that question 
very satisfactorily. That is why the District, in common with some 
States, says that in this considerable borderline where there has been 
some appreciable covered work but that it has been less than what you 
would term regular employment, that the District does pay benefits. 

It does not take it out in w eekly benefit amounts. It does take it out 
in total number of weeks. So that is a type of compromise that looks 
like rough justice in situations where you cannot say that this man 
positively i is not attached to the labor market, and by the same token, 
you certainly cannot say he is regularly attached to the labor market. 

The variable duration provisions in the District of Columbia law 
recognize the principle that the number of benefit payments reflects 
the degree of attachment to the labor market. Only those with very 
insignificant earnings, less than $276 in the base period, are com- 
pletely excluded. 

In other words, the general theory is that for a little work there are 
little benefits, and as the firmness of the attachment to the labor market 
is established by the record, the benefit payments increase. 

I may add where there is a clear demonstration of attachment by 
a very large fraction of the year’s work, from then on out the 26 
weeks’ duration is paid under the existing law. 

Now S. 1835 establishes as a standard attachment to the labor mar- 
ket with a minimum of $130 earnings in one quarter and at least $65 
earnings during the remaining three quarters of the year. Let’s see 
what these two requirements practically mean in the qualifying 
standard. 

First a person qualifies with wages of $130 in the high quarter and 
$65 in the remaining for a total of $195. Under the terms of this bill 
this claimant would be entitled to $10 a week for 20 weeks or a total 
of $200. Two important questions can be raised here. First is an 
employee who has made $195 during the entire year attached to the 
labor market in any significant degree ? He is not under existing law. 
And second, even if by some stretch of the imagination there is affirm- 
ative answer, should he then be paid total benefits which exceed his 
total earnings. 

Let us look at another hypothetical case, that of a person who 
worked at the average wage in the District of Columbia at $80 a week 
in the high calendar weeks or quarter, his earnings for the quarter 
would be $1,040. In other words, to qualify under S. 1835 it would be 
necessary for him to have worked 614 weeks at the same wages in the 
remaining three quarters of the base per iod. 

These total wages of $156-odd would entitle him to draw $46 a week 
for 26 weeks or a total of $1,196. If the claimant in question were 
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unmarried without dependents, his Federal withholding tax would 
have been $233.70 leaving $1,326.30 take-home wages. 

The seriousness of that situation when you look at the small differ- 
ence and translate it in terms of work incentive to work instead of not 
work would be further compounded if we also consider the social se- 
curity withholding and other work-connected expense. 

Consider thisexample. Using a rounded figure for convenience but 
one which is not exceptional in a community with $80 a week average 
earning, let us assume that A earns $100 a week. He would work 
10 weeks in one calendar quarter, 9 weeks in another calendar quarter. 
A would qualify for benefits under the proposal of $44 a week for 
26 weeks or a total of $1,144. 

Now let us assume that his coworker B also worked 19 weeks, 
exactly the same number of weeks. B, however, unfortunately worked 
13 weeks in 1 calendar quarter and only 6 weeks in the remaining 
3 quarters of the year. In other words, the spin of the globe, the 
calendar quarters call him wrong in his 19 weeks’ pay. Even though 
he had the same earnings as A, he had the misfortune to have 12 weeks 
of employment during a particular calendar quarter, so he would not 
qualify as being attached to the labor market under the proposal and 
could not draw 1 penny under the law in unemployment compensa- 
tion benefits. 

This, of course, arises from the fact that he did not have additional 
wages equal to 50 percent of his earnings in his high quarter during 
his base period. 

Incidentally, if the man in this illustration had not been quite so 
diligent in his high quarter if he had taken a couple of weeks’ vacation 
in his high quarter, he would have rendered himself eligible for 26 
weeks’ benefits under this same bill and this same law. 

It has a very bizarre and capricious effect expressing it in one way, 
a person not earning enough outside of his base period or expressing 
it another way, his earning too much in his base period, either one may 
disqualify him and both are just different ways of stating the same 
quantitative relationship between outside a calendar quarter and in- 
side. 

I will not burden the committee with a further recitation of the 
unfortunate effect of the qualifying standard established by the bill 
S. 1835 on many employees in the District of Columbia and to a con- 
siderable extent about the same effect from the other bill in front of 
the committee. These illustrations it seems to me are enough to illus- 
trate that it is not a good standard and that it is even more capricious 
in determining attachment to the labor market and who is qualified 
for unemployment compensation benefits than the usually employed 
measuring device, either total earnings or number of weeks of employ- 
ment during the base period. 

We question whether this type of eligibility requirement reflects the 
argument advanced by the Secretary of Labor in these hearings last 
week when he stated “The proper way to handle unemployment insur- 
ance then is to take it in two simple steps. 

The first set, a set of eligibility requirements which genuinely test 
attachment to the labor force and second, provide a flat duration for 
everyone who qualifies.” 

As I gave you a while ago as an example, it is quite possible for a 
fairly high-wage person with 3 or 4 total weeks to qualify. It depends 








D. C. UNEMPLOYMENT COMPENSATION ACT 30 


on how the lottery of the calendar quarters coincides with his weeks 
of employment. That, to my mind is a tremendous indictment. If 
26 weeks of benefits hang or do not hang on such a capricious situation 
where you have a test under which no one can say with any certainty, 
how many weeks the person worked, either inside or outside the quar- 
ter, it is a remarkable thing. 

lt does not test duration and it does not test total earnings because 
the individual—t is not his total earnings but the distribution of those 
earnings over calendar quarters that determine whether he is in or 
out if he has not been a steady worker. 

And, of course, all of these provisions, the one-third provision 
which we have in existing law, these proposed changes in existing 
law, all of those are matters dealing with the casual worker. If 
everybody worked 50 weeks in the year except when they were unem- 
ployed, we would not have any of these problems we are talking 
about now. 

The average earnings of all covered employees in the District of 
Columbia is approximately $80 a week from the information that 
we were furnished by Mr. Biemiller. 

The practical effect, therefore, relating to the weekly benefit amount 
to 67 percent of the average weekly earnings of all covered indi- 
viduals 

Senator Casr. Excuse me just a second. Did you mean to skip a 
paragraph ¢ 

Mr. CatHoun. Yes; I probably should read that paragraph. 

Senator Case. I did not mean that you should read it but I just 
wondered if you meant to leave it out. 

Mr. CatHoun. No, I did not intentionally skip it. My sight is 
not as good as it was. 

S. 1835 provides that the weekly benefit amount shall be an amount 
equal to the lesser of the following: (1) One twenty-third of the 
amount of his earnings for the quarter in his base period in which 
his earnings where the highest, or (2) 67 percent of the average 
weekly earnings of all individuals performing service which con- 
stitutes employment. 

I may mention in that connection since we have it here that it was 
very interesting to read Mr. Biemiller’s rationalization of how that 
happened to be arrived at. And that was by his definition of great 
majority, he says— 
ean mean a different figure to different people but it is doubtful whether it 
can mean less than 75 percent. Thus it is necessary to locate a wage below 
which 75 percent of the covered workers fall. 

That rung a bell in my mind and so I dug up an old International 
Labor Conference record where I attended the International Labor 
Conference in 1952, and the question was there raised and these 
countries, most of whom are Socialists and were outvoting us with 
very considerable regularity, had this to say. Their yardstick was 
a skilled manual employee, but they had to define a skilled manual 
employee and so they defined him as a person whose earnings are 
such as to be equal to or greater than the earnings of 75 percent of 
all the persons protected. 

So we at least have an indication of the origin of this pasticular 
yardstick. Now your yardstick remember, in determining maximum 
there can be any kind of formula that will give you a practical result. 
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But when you are hunting for a practical result, I think you first 
use commonsense and then find a formula that. will give you the 
same answer. Now this particular matter of persons “covered for 
example, we know that the statement is now made that the maximum 
benefit will be higher because Federal employees are covered, and 
that if Federal employees were not covered or if average wages would 
go down, then the maximum benefit would go down. There are 
fundamental bases, but they are not susceptible of anything except 
approximate mathematical measurements. 

I think that we all have the concept of a reasonable floor of pro- 
tection. And as we have inflation which we have experienced, the rea- 
sonable floor of protection expressed in dollars increase. But there has 
been an association, a transfer of the idea of floor of protection in terms 
of living costs to the idea of some percentage of gross pay even if real 
wages increase greatly. Now we have not ‘had since last year, for ex- 
ample, any increase in living costs that you can talk about. I am not 
even sure whether we have had any substantial increase in total wages. 
If we have, they have been an increase in real wages. But our average 
for the District interestingly enough is very conside ‘ably determined 
by the fact that under the pattern of employment and the inclusion 
of Federal employees, particularly all of the department heads, next 
to department heads, and so forth and also the large amount of in- 
corporated business that pay fairly high salaries. Here we average 
up $15,000 and $20,000 salaries to get an overall overage. We do not 
think even under the yardstick of the average covered persons that 
whether or not they include a batch of $100,000-a- year executives 
makes any different problem to the social problem or is any reason 
for making a change in the maximum benefit. 

If the millionaires went away, perhaps employment would go down 
but that is the only relationship between the ordinary boy needs by 
way of unemployment and what the higher paid employees may 
receive. 

The bill we are discussing also covers duration of benefits. I did 
not quite finish the philosophy that we have which is rather broadly 
shared, I think, and that is that unemployment compensation was 
enacted to provide temporary tide-over benefits for low- and medium- 
salaried workers who became unemployed through no fault of their 
own. 

If that concept is sound, then it is wholly questionable whether the 
earnings of all covered workers in the District should be considered 
in fixing the maximum-benefit amount. Figures which go into making 
up the average $80 weekly earnings include the presidents of our 
banks, cabinet von ers, and many other persons earning from $20,000 
to $100,000 a year who we doubt will ever apply for benefits, and 
for whom we doubt that the Congress would feel the need of enacting 
an une mployment. compensation law. 

In this connection I believe it is a to state that there has 
been a change in policies on the part, apparently during the last 
year, of the Federal Government. Before S. 3482 was considered by 
this committee last July, the Budget Bureau and the Department of 
Labor after running a sample of actual cases, concluded that the $30 
maximum weekly benefit conformed with the President’s policies that 
weekly benefit amounts should be equal to approximately 50 percent 
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of the wages of the majority of those receiving benefits. ‘Testimony 
for the Labor Department last week indicates that there has been 
some change in standard and now the benefits must be 50 percent of 
the wages of the great majority of covered employees rather than those 
who are drawing benefits. Also they are tied apparently to gross 
wages, and the difference between gross and net, when you think i 
terms of unemployment philosophy, rules out gross as a real aie: 
stick for benefits because unemployment compensation under phil- 
osophy is supposed to be a partial reinsurance of the wage loss. 

Now wage loss is not of gross wages. Wage loss is of net wages 
after taxes. As a matter of fact, a person is not only actually living 
on wages after tax withholding, but if he is unemployed he also be- 
comes a man with a rebate so he gets that type of unemployment com- 
pe ‘nsation as well, a tax rebate as well as the ordinary. So we think 
that there is a rather unrealistic approach when we talk about setting 
maximum benefits depending on the percentage of people covered who 
have such high salaries that “they are not likely to ever apply for any 
benefits. 

It is extremely difficult to forecast how much money would be paid 
out and how much the additional burden would be on employers if 
this method of determining weekly benefit amounts is adopted, 

As indication of the degree of liberalization proposed by these bills 
has been developed, and I may say that we have had to do it too hur 
riedly, through a review of a random sample of 913 unidentified wage 
records furnished us by the District of Colwnbia Unemployment Com- 
pensation Board, 

Under District unemployment compensation law prior to January 
1, 1955, 102 of the 913 in the sample could not qualify for any benefits. 
The remaining or 811 would have had total potential entitlement of 
$208,467. Under the law now in effect, which took effect January 1, 
1955, 287 would fail to qualify for benefits. The rem: Lining 676, how- 
ever, would have benefit entitlement of $405,897. To put it another 
way, prior to January 1, 811 persons qualified for $208, 467 and after 
January 1, 676 persons qualified for $405,897. 

That is, of this actual sample working out the eligibility of each and 
the total benefits that would have been paid each under the old law 
and under the present law. 

The benefit entitlement clearly then more than doubled for those 
eligible under both laws. 

Applying the provisions of 8S. 1835, 323 of the persons comprising 
the sample would be ineligible for benefits. But the 590 persons who 
would be eligible would have a title entitlement of $544,440. 

We see, therefore, that this proposed bill would pay out 261 percent 
as much money as was paid out under District law a short 5 months ago. 
Senator Casz. Excuse me a second. May I ask you a question ? 

Mr. CaLHoun. Yes, sir. 

Senator Case. In your review of cases were the cases far enough 
back so that you had the facts as to the length of the actual unemploy- 
ment of these people or is this just the theoretical maximum that would 
be payable to them if they had been unemployed for the full period 
permitted by whenever the law oe in effect ? 

Mr. Catnoun. I am sorry I did not explain that in more detail 
What we actually did was to ask for running samples. We did ne’ 
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want the work framed by people who had or had not drawn benefits. 
We wanted a representative sample so we would know what would 
happen in general in the District with any given amount of unemploy- 
ment, so there would be no distortion. "As you know, single people 
tend to be unemployed a lot more than married people and young 
people and quite old people much more than those of middle age and 
there are all kinds of variances. There is quite a pattern. And in 
some industries the turnover is tremendous. 

But what we wanted to get was the cold record without any identi- 
fication of who was concerned or selection as to how much wages 
they had. Now we had exactly the same record that they use in 
paving benefits when a person applies, that is, we had the person’s 
high quarter wages as they call it and wages in the other three quar- 
ters, so we had the annual w: age and the high quarter wage, and we 
applied the old district for mula and the present district formula to 
determine first who was eligible and second the total benefits if they 
had drawn the maximum. And it was with that approach which, as 
I say, we have to apologize for doing rather rapidly because of the 
lack of time, we worked over the weekend on it, Mr. Horn did, and 
we did the best job we could. But these figures, these comparative 
figures, are the result of that. And IT must say that there is some 
basis for some inaccuracies though they would apply to all three 
groups because of the fact that sometimes you know and sometimes 
you do not know total amount of wages when they exceed $3,000. 

bag with that exception, we have no question at all but what these 

e perfe ctly reflected and they do give quite an indication as to what 
would happen. So you would have a situation where we would pay 
some bit less people because some who would qualify but for limited 
amounts, limited total amounts under present law, would not qualify 
for any amounts at all, and others would qualify for as much as 26 
weeks, because the new one attempts to draw a line not between those 
who can get no benefits because they have too unsubstantial attach- 
ments to get anything. But between those who could get 26 and 
those who could get nothing. We have in the present law a compro- 
mise provision, this rather broad borderline where they can get up to 
50 percent of their total wages, which means that if they have had a 
comparatively little bit, why they do not get a tremendous amount 
of benefits. 

We see, therefore, that this proposed bill would pay out 261 percent 
as much money as was paid out a short 5 months ago. 

Now the A. F. of L. News Reporter on January 7, 1955, stated 
this 

Senator McNamara. Excuse me. I will be back in 5 minutes. 

Mr. Catnovun (reading) : 


Unemployment insurance was never intended to be a panacea. It was planned 
to tide workers over the initial jobless period, and secondarily to help maintain 
purchasing power in the community. 

To require that it cover more needs would be to increase the cost of the system 
and thereby make its continuance less likely. It would make the insurance of 
less value when the primary need arises. 


And remember, we are not having any primary need now. If we 
were, the cost would be so substantial under existing law that I am 


sure no one would assume that we should substantially increase those 
expenditures. 
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And the report goes on: 


It would tend to reduce the system to a dole to impose a means test. 

Ultimately it would end the unemployment insurance system. 

The District of Columbia has made great strides towarc conform- 
ing with the stated policies of the President just a few months ago. 
To adopt now the benefit provisions of S. 1835 would, we believe, be 
an unwarrantedly rapid liberalization of benefits. We know of no 
State which has liberalized so rapidly and we do not believe it is sound 
to expect the District of Columbia to do so. 

This is particularly true in view of the very limited area of this 
Federal city composed of only 69 square miles and surrounded by 
Maryland and Virginia, neither of whose laws come near meeting the 
provisions of S. 1835. 

Digressing for a moment from a discussion of the basic philosophy 
of unemployment compensation, may I invite the committee’s atten- 
tion to the very serious competitive condition in which the District 
of Columbia employers find themselves ? 

It is estimated that there are now 840,000 people residing in the Dis- 
trict of Columbia and 975,000 in nearby Maryland and Virginia. 

The members of the committee I am sure are all aware of the ex- 
pansion of business in the surrounding area and of the rather large 
number of businesses which have and are on the move from the district 
into the adjacent counties and cities. It is perfectly clear that there 
are many more employing units within the District which will be en- 
couraged to move across the border when their costs can be reduced 
by doing so. 

This is 1 of 3 proposals for model legislation in the Department 
of Labor which would, if adopted, certainly provide ample encourage- 
ment for some employers to leave the District. 

We strongly oppose the provisions of S. 1835 repealing the last 
sentence of section 3 (c) 2 of the District of Columbia U nemploy ment 
Compensation Act which directs the Unemployment Compensation 
Board to send to principal base-period employers notification of each 
check paid to a former employee chargeable to his account. This is 
a provision contained in a number of State laws to enable the employer 
to hire back former employees if his personnel requirements warrant. 
Without this notice employers usually have no knowledge that a 
former employee is seeking work. We have had many instances in 
the past when employers have been unable to recruit a full personnel 
complement while at the same time unknown to them, former employ- 
ees who are entirely acceptable to them have been drawing benefits 
chargeable to their accounts. Most people agree that full employment 
for all seeking work and no payments for unemployme nt would be a 
very happy situation. Certainly all sincere people subscribe to the 
objective of providing the maximum number of suitable jobs and 
carrying the minimum possible number of unemployed work seekers 
on the benefit rolls. The information supplied employers by these 
notices is necessary if employers are to contribute toward progress in 
the direction of partially achieving that goal. 

We think our employers need to be educated as to what happens. 
We think that they need to be informed. We have heard of no specific 
and real objection raised to what we know from our side of the table 
is of benefit not only to the employer but should be to the employee 
and to the general economy. 








40 D. C. UNEMPLOYMENT COMPENSATION ACT 


We know of no change in the District situation which would justify 
changing the disqualifications adopted last year for the three major 
causes, voluntary leaving, discharge for misconduct, and refusal of 
suitable work. We think the changes, identically proposed in 8S. 1163 
and S. 1835, would mark a backward and dangerous step and we ac- 
cordingly oppose them. 

Prior to January 1, 1955, weekly benefits were somewhat below 
those in many States and the voluntary quitting, refusal to work, and 
misconduct provisions were practically the most ineffective of all the 
48 States. 

Employers of the District felt that the increased benefits empha- 
sized the need to strengthen these provisions in order to prevent di- 

ersion of unemployment funds to those not legitimately entitled to 
benefits. There is-no justification for taxing employers to pay un- 
employment benefits to persons voluntarily unemployed. 

Our position during the hearings last summer was, and still is, that 
the present provisions, particularly in the ight of those in the nearby 
State of Maryland and other States, are still unduly lax. 

We believe that the following comment last year by a representa 
tive of the District of Columbia Unemployment Compensation Board 
is still valid. 

The three disqualification provisions in the present District of Columbia Act 
just discussed are much more lenient than those generally contained in the 
various State laws. The officials of the Board generally believe that sound 
disqualification provisions are the core of the unemployment compensation sys 
tem and that judicious exercise of the proposed disqualification provisions will 
tend to eliminate riders from the program, but will not hamper bona fide claim- 
ants from receiving all the benefits to which they may be entitled. 

May I at this point call attention to three charts we have prepared 
displaying the disqualification provisions of all the States. 

The first chart that you will see up there deals with voluntary dea - 
ing. It shows that 15 States deny all benefits to claimants in that 
category. Moreover, 12 of them, those marked by a plus sign, hold 
such a claimant ineligible until he shall have returned to work for a 
stated period, thus proving his reattachment to the labor force. 

Now there is the District of Columbia as measured up against the 
States. Let me call your attention to another thing. Recently in this 
superunemployment or private unemployment compensation provi- 
sion or proposal that is being pressed for by the CIO, there was some 
series of questions and answers as to what would happen under the 
guaranty of the private unemployment compensation if the individual 
left his job, and the answer was he walked out on his contract, he 
walked out on his benefits and he would get nothing. There was 
nothing that was said as there is in the District law, ‘that maybe in 
6 or 8 weeks he would be sorry that he walked out on his contract, 
so then he could come back and get his guaranty. There was no in- 
ication of that. The union in that case, for their private proposal, 
agreed with these States up at the top that disqualified for the dura- 
tion. 

Now let us look at what has happened from the viewpoint of Gov- 
ernment. There is an appropriation bill, H. R. 5046, which includes 
the money, as I remember, for unemployment compensation benefits 
that is going to be provided by States. I am advised that that par- 
ticular bill contains a rider, and that that rider coincides with the 
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CIO guaranteed annual wage concept, that when you walk out on your 
work, you walk out on your benefit, that is as far as private be nefits 
are concerned. And it coincides with the State decisions there, because 
that bill, as it passed the House, contained a provision that when a 
fellow walks out on his Federal job, that then he is walking out on his 
benefit for the duration. Now it seems to me that when you have that 
kind of philosophy, that then the present District provisions show up 
as very reasonable and mild provisions. Certainly I think that there 
should be the same disqualifying rule for Federal employees as there 
is for other employees. But further I think that the approach that 
we have now in the District law isa reasonable approach. It does not 
go near as far as can be theoretically justified, but theoretical justifi- 
cation is sometimes a little more rigid than is appropriate for human 
nature. 

And when we quit being human and try to get too systematic it is 
not very good. 

Now the next one, misconduct. You will notice that in this chart 
like the other one, there are several States—though not nearly as 
many—8 States that disqualify for the duration. They do it on that 
same philosophy, that if he gets himself fired for misconduct, he is 
walking out on his job, and it is up to him to get another job on his own 
hook and without any benefits, then he may knock at the door and ask 
for further consideration. Now you will notice that the District of 
Columbia on that list is well down in the median. We are not asking 
the committee at this time to strengthen these disqualifications. We 
have no right to ask that. It was the committee’s judgment last year 
and they have not had a fair trial. It may be proven sufficient. By 
the same token, we feel that there should be no change asked for by 
other people until we have had a fair trial and a fair test on what we 
already have. 

Now this third one is refusal of suitable work. You will notice 
that that refusal of suitable work has even more disqualifications for 
the duration, than you find in the discharge for misconduct. There 
are 14 in that instance, and you will notice that the District of Colum- 
bia is down among the rather mild States both for the cancellation and 
the maximum period. Sothat,ina nutshell is the situation. 

I may say that the committee will be interested to know that em- 
ployers who naturally are wanting to conserve the unemployment 
funds, who naturally do not want to pay any more taxes than the 
social situation warrants, who naturally resent paying or being forced 
to pay taxes to pay benefits that may be to chiselers and who believe 
that the maximum is naturally dictated by the checks and balances 
idea, that benefits are not free, that they have to come out of some- 
body’s payroll, and also from a long-run viewpoint, that the part that 
an employer can pay for labor is not unlimited and that to the extent 
that he pays for unnecessary benefits like unemployment, to that extent 
he cannot provide perhaps more desirable wage rates because of the 
fact, as I mentioned, that the mathematics of the thing simply do not 
leave him unlimited. 

A poll conducted by the Opinion and Research Corp. of Princeton, 
N. J., dated November 1954, provided these interesting reflections on 
the thinking of the labor force. Fifty-six percent of the interviewed 
sample, all employees of which 60 percent were union members, con- 
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sidered that many people take unfair advantage of unemployment 
compensation and that the States should be more strict in their benefit 
payments. 

In closing, may I urge the committee to report unfavorably on both 
S. 1163 and S. 1835 at least until there are available adequate reports 
and statistical analyses of the operation of the present District of 
Columbia law over a reasonable period. 

We appreciate the courtesy extended to us by rescheduling these 
hearings this morning thereby giving us an opportunity to carefully 
examine the newly introduced bill S. 1835, and I am particularly ap- 
preciative of the kindness of the committee in permitting me to take 
up perhaps too much time, but I do say in justification that we expect 
to concentrate rather than repeat most of the employer group testi- 
mony, and only for that reason did I take this much of your time. 

Senator McNamara. We want to thank you for your fine presenta- 
tion and want to assure you that since you have indicated in your 
testimony that there are still things that you may want to go into a 
little further because of the fact of the time limitation, we will keep the 
record open for a few days so you can submit anything you want for 
the record in addition to what you have presented here today. 

Mr. Catnoun. Well, we certainly are appreciative of that, sir, and 
I hope that we may be able to develop a little more refinement. 

Senator McNamara. We will be glad to have it in that manner. 

Now you developed a theory of, ‘what did you call it, roulette? 

Mr. Catyoun. Roulette, I believe ; yes, sir. 

Senator McNamara. But you do recognize that this is insurance ? 

Mr. Catnoun. I would say, sir, that we recognize that it should have 
the characteristics of statutory certainty rather than a means test, 
and that it should be payable without regard to need and should be 
based on objective standards. 

We approve of unemployment principles. I duck saying the ques- 
tion of insurance because that is a very technical concept. 

Senator McNamara. Do I take it you do not agree that it is insur- 
ance from your answer ¢ 

Mr. Catnoun. Well, I would say this, sir, that insurance as the 
term is ordinarily known, that is to say a risk that you could get an 
insurance company to assume, would not include unemployment com- 
pensation. So, for that reason—now, for example, you can get sick- 
ness protection. I have it; a good many people have it. That is 
insurable. But I could not get any company to guarantee that Cal- 
— would have work or pay in lieu of work over the next 6 months. 

), I hope you do not think I am being captious, but I do say that we 
omen of the general principles of unemployment compensation 
which have many of the attributes of insurance. I just am sticking 
at the term of saying it is insurable in the sense that you can pre- 
determine a premium. 

Senator McNamara. Well, I was trying to for my own sake, get 
clear the difference in your viewpoint and the Secretary’s viewpoint, 
which is the administration viewpoint incidentally ? 

Mr. CatHoun. Yes. 

Senator McNamara. And I think if you do not accept that it is 
insurance, that your position is obvious and that is why there is such 
a difference in your presentation and that of the Secretary of Labor’s. 
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Mr. Catuoun. Well, I think that we differ a little bit on probably a 
more fundamental approach, and that is whether or not it is possible 
to draw such a cleancut line that people will agree on, here is A, un- 
questionably attached to the labor market so we will pay him benefits. 

Here is B, who is not unquestionably attached to the labor marker, 
so we will not pay him benefits. 

Our philosophy puts in a considerable part of benefit payments ww 
people that we cannot say are absolutely attached or certainly can- 
not say they are absolutely unattached. They are these question-mark 
questionably attached to the labor market so we will pay him benefits. 
1 think that is the fundamental difference that we have, except per- 
haps an approach on the maximum benefits. I do not think that that 
is a matter that has been spelled out in any mathematical manner 
except by this new bill. 

Senator McNamara. Of course, in an insurance policy there is 
always the element of risk. A man pays his insurance policy and he 
walks out on the street and gets hit by a car. Then he gets compensa- 
tion, if you want to term it that, on the basis of something entirely 
different than somebody who pays it all his life and does not get 
hit by a car or some other accidental arrangement. 

Mr. CatHoun. Yes. 

Senator McNamara. So there is that element in all insurance ane 
I think you have made a good case of it. 

Mr. CatHoun. I think that there is that element. And you see what 
we are up against is the guy who has had—we are not quite sure 
whether he should have an insured status or not because of this attach- 
ment to the labor market that the Secretary developed. We think 
there is a doubtful area, and in that doubtful area we do like 99 
percent of legislation or other action, we make a type of compromise. 

Senator McNamara. Do you have any questions, Senator Case? 

Senator Case. I do not think so, thank you. 

Senator McNamara. Thank you very much for your fine presenta- 
tion and we will be glad to keep the record open for a few days. 

(Subsequent information with regard to Mr. Calhoun’s testimony 
has been furnished as follows :) 

WASHINGTON Boarp or TRADE, 
Washington 6, D. C., May 6, 1955. 
Hon. Patrick V. MCNAMARA, 
Senate District Committee, 
Capitol, Washington, D. C. 

DeaR SENATOR MCNAMARA: Because one witness questioned their value, I 
should like to explain to you a little further the information which resulted 
from the use of certain wage records to which reference was made in Mr. Cal- 
houn’s testimony before your committee on Wednesday, May 4. 

When we learned that hearings were to be held, we contacted the Director of 
the District Unemployment Compensation Board and requested certain informa- 
tion with respect to the experience of the first 3 months of this year under the 
amendments which became effecive January 1, 1955. We were advised that 
insufficient time had elapsed tor the compilation of this material. 

Knowing that the United States Department of Labor had some time ago 
requested the District Unemployment Compensation Board to supply them with 
approximately 1,000 wage records taken at random from their files, we requested 
the privilege of borrowing this same list. Our request was granted and we 
secured the list on Friday, April 29. 

This list is composed of unidentifiable wage records which show individual 


earnings by quarters and totals for each base period during the fiscal year of 
1954. 
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While the wages of over 1,000 persons are contained in this IBM list, we were 
able, because of lack of time, to use only the first consecutive 913 records. The 
compilations which we made were based on the following requirements : 

Under the District law prior to January 1, 1955, an individual could qualify 
for $6 a week with wages as low as 337.50 in his high quarter and total wages 
of $150 in the base period. To qualify for the full $20 a week for 20 weeks he 
was required to be paid $437.01 or more in his high quarter and $250 during his 
entire base period. 

Under present law the minimum qualifying high quarter wage is $130 and $276 
in the base period, which will make the individual eligible for $8 a week. In 
order to be paid $30 a week he must have received high quarter wages of $667,01 
and must have had minimum qualifying wages in his base period of $1,035. He 
must also have had earnings in at least two quarters of his base period year. 

The same dollar requirements apply in S. 1168. 

Under 8. 18385 the requirements for determining benefits are changed .-but he 
must also have earned at least an additional 50 percent of his high-quarter wage 
in the remainder of his base period to become eligible. 

We applied these requirements to the 913 wage records and computed the 
maximum potential benefits for every person who could qualify. Our compu- 
tation showed that under the former law 102 persons would not have qualified 
because of insufficient wages. Under the present law a total of 237 would have 
failed to qualify—161 because of insufficient wages and 76 because of having 
wages in one quarter only. Under the proposed law a total of 323 failed to 
qualify—161 because of insufficient wages and 162 because of failure to have 
wages of less than 50 percent of their high quarter in their total base period. 

A summary of the facts brought out by this study is attached hereto. 

I wish again to thank you for your courtesy and interest, and if you desire any 
further information, we should be glad to furnish it. 

Very truly yours, 
WILLIAM H. Press, Paecutive Vice President. 
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Source: Washington Board of Trade, May 1955. 


We understand that Mr. Shields has an early appointment and 
would like on that account to be heard, so we will call him out of order, 
if there is no objection. Mr. Shields, managing director of the Oil 
Heat Institute. 
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STATEMENT OF A. GRAHAM SHIELDS, MANAGING DIRECTOR, OIL 
HEAT INSTITUTE 


Mr. Suteips. Thank you very much, Mr. Chairman. I represent 
the fuel oil industry, petroleum in this area, which of course is a big 
employment operation and I would like to go on record—my board 
of directors have instructed me to—to indicate full agreement with 
the statement of Mr. Calhoun of the board of trade. We are in 
entire agreement with what we believe is a very sound presentation. 

Senator McNamara. Thank you very much, sir. We are glad to 
have you here and have your testimony. 

Our next one on the list is Mr. John S. Cockrell, representing the 
Washington Restaurant Association. Mr. Cockrell, sit right down 
and proc ceed in your own manner. 


STATEMENT OF JOHN S. COCKRELL, REPRESENTING THE 
WASHINGTON RESTAURANT ASSOCIATION 


Mr. Cocxrett. Thank you. I would like to support the statements 

of the board of trade also and in particular I would like to speak on 
this question of voluntary quits. In the restaurant industry that is 
one of our major problems. Here in the District I would have to ask 
Mr. Wharton to check me on these latest figures but I think the 
restaurant industry employs about 27,000 people, one of the largest 
employers in the District. Over the weekend I called 10 restaurants 
and got this reply from them. Going down the line, restaurant A, 
from the period July 1, 1953, to June : 30, 1954, had 37 people drawing 
unemployment compensation- —24 of these people voluntarily quit. 

Restaurant B, 40 drew compensation, 37 voluntarily quit ; restaurant 
C, 81 drew compensation, 46 voluntarily quit; restaurant D, 29 drew, 
18 voluntarily quit; restaurant E, 35 drew compensation and 20 volun. 
tarily quit; restaurant F, 40 drew compensation, 11 of these volun- 
tarily quit; restaurant G, 21 drew compensation, 6 voluntarily quit; 
restaurant H, 4 drew compensation, 1 voluntarily quit; restaurant I, 
14 drew compensation, 6 quit; and restaurant J. 143 drew compensa- 
tion, 52 of these voluntarily quit. 

That makes a total of 441 that drew compensation from these 10 
restaurants and 228 or over 50 percent of them walked out on their jobs. 

Senator Case. Did you have any indications as to how long they 
drew compensation ? 

Mr. CockretL. No, we did not: not with these people. The average 
length of time I understand is just about 13 weeks. With our restau- 
rant people there is no way to get that. We will know this year, 
however, because the restaurants are now getting this notice to the 
base period employer. 

Senator McNamara. Those are interesting figures. Do you have 
any indication as to whether or not there were repeats in it, the same 
person quitting in all 10 restaurants? 

Mr. CockretL. 1 am sure that there were some repeats though we do 
not have the information. 

Senator McNamara. I see. Thank you. 

Mr. Cockrel. I just wanted to bring that out because I think it 
definitely shows a trend, and we would like to recommend that there 
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be no change in the law that we are operating under now until we at 


least find how it is operating. Thank you very much. 

Senator McNamara. Thank you very much for your interesting 
testimony. 

The next on the list is Mr. E. A. Prichard, executive vice president 
of the District of Columbia Merchants and Manufacturers Association. 


STATEMENT OF E. A. PRITCHARD, EXECUTIVE VICE PRESIDENT, 


DISTRICT OF COLUMBIA MERCHANTS AND MANUFACTURERS 
ASSOCIATION 


Mr. Prrrewarp. I will be very brief, Senator. 

I just would like to point out that my association is composed of 
about 400 of the leading business firms in Washington which operate 
over a thousand stores and other establishments in the area, and I 
would not presume to add to the testimony presented by the repre- 
sentative of the board of trade, but I would like to submit this very 
brief statement for the record in opposition to the bill. 

Senator McNamara. We will be glad to have it and it will be in- 
cluded in the record. 

(The statement referred to is as follows:) 


MERCHANTS AND MANUFACTURERS ASSOCTATION, INC., 
Washington, D. C., May 4, 1955. 
SENATE COMMITTEE ON THE DISTRICT OF COLUMBIA, 
United States Capitol, Washington, D. C. 

GENTLEMEN: My name is E. A. Pritchard. I am executive vice president of 
the Merchants and Manufacturers Association and I appear here today by di- 
rection of my Board of Governors in opposition to S. 1163 and S. 1835 to amend 
the District Unemployment Compensation Act. 

The Merchants and Manufacturers Association is composed of about 400 of the 
leading business firms which operate over 1,000 stores and other establishments 
in the District of Columbia and its suburbs and which employ many thousands 
of the citizens of the Washington metropolitan area. 

I would like to respectfully point out that it is becoming increasingly more 
difficult for our member firms to remain in business in Washington and one im- 
portant reason for this is the high unemployment compensation rates paid by 
[district employers. The present law, which was a compromise measure, has 
only been in effect a little over 4 months and has resulted in approximately a 90 
percent increase in rates which some of our members are paying. If these bills 
are passed, the present rates will be increased tremendously. 

S. 1163, as we understand it, would result in a possible case of a claimant re- 
ceiving approximately $54 per week. This is considerably in excess of the 
maximum weekly amount paid by Maryland (where the maximum without de- 
pendents is $30 and the disqualifications more severe than our present ones) and 
Virginia (where the maximum is $24 for 16 weeks). It is obvious that District 
of Columbia firms will be placed in an extremely undesirable relative position 
with branch store operations in nearby suburbs and with employers in the nearby 
States. 

We deplore the provision of S. 1835 which would repeal the authorization for 
sending notices to employers of benefits being paid to former employees. 

We urge that the present Unemployment Compensation Act for the District 


which has been in effect for only 4 months be continued. 
Respectfully submitted. 


E. A. PRITCHARD, 
Executive Vice President. 
Senator McNamara. The next is Mrs. Katherine Ellickson, associ: 
ate director, Research Department, CIO. 
I see you have a prepared statement. 
Mrs. Exxrcxson. Yes, sir. 


Senator McNamara. You just proceed in your own manner. 
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STATEMENT OF MRS. KATHERINE ELLICKSON, ASSOCIATE 
DIRECTOR, RESEARCH DEPARTMENT, CIO 


Mrs. Exxicxson. Before reading my prepared statement, I would 
like to comment on Mr. Calhoun’s effort to make it seem that the 
CIO and AFL policies aaa the position of the Chamber of Com- 
merce. Actually our position on the matters that he mentioned does 
not support the position of the Chamber of Commerce, and there is 
a basic difference between our organizations that I think is worth 
commenting on. 





and I speak for the CIO, not the AFL, but I do 
not think they differ basically with us on this—believe that unem- 
ployment insurance benefits are an important contribution not only 
to the welfare of the families involved but to the purchasing power 
of the community. We want to see those benefits adequate to do 
the job of maintaining purchasing power. 

Today in the country, and experience in the last recession showed 
this, only about one out of every 4 or 5 dollars that are lost as wages 
are replaced by unemployment insurance benefits. 

This is not enough. We believe that the community of Washing- 
ton will benefit if the workers who are unemployed can keep buying 
at the restaurants, keep buying fuel oil and kee “p buying the products 
of the stores. So we consider it very shortsighted to consider unem- 
ployment insurance benefits only as cost. 

Actually, they not only contribute to a healthy community but 
they mean that the taxloads are relieved of a huge public assistance 
burden. I would also like to comment on this allege <1 ideal collective 
bargain that took place last year that resulted in this alleged ideal 
law that is now on the books. 

I happened to appear with the representative of the District of 
Columbia Industrial Union Council last year before the joint sub- 
committee. We were given only 5 minutes for our joint presenta- 
tion, so I had no opportunity to say anything. 

The hearings lasted only in the morning. The two CIO people 
who appeared in the morning were not invited in on this collective 
bargaining conference in the afternoon though I believe some other 
CIO person participated. But this was the kind of conference where 
you have got a gun at your head. We and the Department of Labor 
people in the mor ning had asked that, in view of the short time, only 
the matters of maximum and duration be included in the bill, but 
the Board of Trade was insistent that the disqualification provisions 
which it had drafted and put in the bill, should be incorporated as 
the price of getting the maximum through. And, as you know, the 
Senate conferees said they were accepting these disqualific ations 
only because it was the only way in which they could get any increase 
in the maximum amount. 

We believe that the District of Columbia Unemployment Insur- 
ance Law, and I will skip part of my prepared testimony in the 
interest of saving your time— 

Senator McNamara. Do you want the entire presentation included 
in the record ? 

Mrs. Eirickson. Yes, I would like the whole thing in. I have some 
additional comments as I go through so I will pick up the most 
important parts and then supplement. 
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My name is Mrs. Katherine P. Ellickson, and I am executive sec- 
retary of the Social Security Committee of the Congress of Indus- 
trial Organizations. I am appearing on behalf of the National CIO, 
and to supplement the statement already presented by the District of 
Columbia Industrial Union Council of the CLO. 

We urge your support of S. 1835, introduced by the members of 
the subcommittee and others. 

Adequate unemployment insurance is an important bulwark of 
family well-being and national prosperity. The CIO is exerting 
renewed effort this year to achieve adequate unemployment insur- 
ance throughout the Nation and in addition, important CIO inter- 
national unions are emphasizing the related demand for guaranteed 
annual wages and employment in their collective bargaining nego- 
tiations. 

The District of Columbia unemployment insurance law is of special 
significance in the national picture because it is enacted by Congress 
and because the chief officials of the District of Columbia are ap- 
pointed by the President. The President and his Secretary of Labor 
have recommended substantial improv ement in unemployment insur- 
ance to all the State governors and Congress should support his posi- 
tion and strengthen our efforts in the States by enactment of improve- 
ments at least as substantial as those he has recommended such as are 
in S. 1835. The obligation is all the greater because nearly 200,000 
District workers are employed by the “Federal Government itself. 

The District of Columbia law is very inadequate according to ClO 
standards and we would recommend many amendments if time per- 
mitted you to consider them, or if we had self-government in the 
District. 

We shall deal especially with certain major improvements which 
we believe constitute a minimum program for action this year. 


DURATION 


It is appropriate that all eligible workers should receive benefits 
for as long as 26 weeks when work is not available and they are ready 
and able to take jobs. We should py a longer duration, of at 
least 39 weeks, but both bills, S. 1835 and S 1163, would remove the 
restriction enacted last year ‘which reduces duration below 26 weeks 
for the substantial number of workers who did not have regular a 
time earnings for more than ten months in their base period yea 
Uniform duration of 26 weeks has again been recommended by Presi. 
dent Eisenhower and the Secretary of Labor. If has already been 
established in a significant number of States, and Pennsylvania has 
recently adopted a provision for 30 weeks uniform duration. 

We believe the bills’ duration provision is essential in spite of what 
Mr. Calhoun said. The benefits that the employees are paid in this 
period will enable them to keep buying, will help to eliminate the 
kind of slum conditions in the second precinct which we are trying 
to get rid of here in the District, and will in general build a healthier 
community. 

We support the changes in disqualifications in S. 1835. I have 
already given you the backgr ound as to how these were put in. 

The ‘changes in regard to disqualifications embodied in both these 
bills carry out the pledge made by the Senate conferees last year that 





; 
: 
; 






D. C. UNEMPLOYMENT COMPENSATION ACT 49 


they would seek to remove the harsh penalties they accepted in order 
to obtain the increase in benefit amount. 

Until the new disqualification provisions became effective a few 
months ago, the maximum penalty under the disqualification provi- 
sions was postponement of benefits for 4 weeks. ‘The CIO believes 
that 4 weeks would be a sufficiently long period. However, we support 
the 6 weeks’ postponment embodied in these bills, and believe it im- 
perative especially that you remove the cancellation of benefits rights 
enacted last year. 

These changes as to disqualifications are in line with recommenda- 
tions adopted in October 1953 by the Federal Advisory Council on 
Employment Security. I should perhaps explain that the Federal 
Advisory Council on Employment Security is a tripartite body ap- 
pointed ‘by the Secretary of Labor representing distinguished public 
citizens as well as labor and management. It includes representatives 
of the veterans’ organizations as public citizens. It had a committee 
that worked on this matter for months, and after several sessions of 
debate on the subject of disqualifications, the Federal Advisory Coun- 
cil adopted recommendations, of which I quote part: 

There should be no reduction of benefit rights or cancellation of the employees’ 
Wage credits in connection with any disqualification for benefits, other than for 
fraud. 

The period of disqualification for voluntary quits, discharge for misconduct, 
and refusal of suitable work should be fixed and for a period of not more than 
6 weeks. 

In other words, the bill we support is in accordance with the ree- 
ommendations of this group. Now when Mr. Calhoun displayed these 
charts to you as to what disqualification provisions had been en- 
acted in other States, he was rightfully proud of the record the cham- 
bers of commerce have had in influenc ‘ing the State legislatures to write 
in those disqualifications—that is, he was proud from his point of 
view. From our point of view this is a shameful record of cutting 
workers off from benefits to which they are entitled and which they 
should have. 

And again and again in the various States we have been able to 
get higher maximum provisions only at the price of severe disquali- 
fication provisions. What happened in the District last year of hav- 
ing to agree to bad disqualification provisions in order to get a raise 
in maximums is what has typically happened in the States throughout 
the country in the State legislatures. And when you read a record of 
increases in maximum benefits this year, you have to offset against 
those increases other provisions which have been written in limiting 
eligibility and tightening disqualification provisions. 

As for the CIO and the guaranteed wage approach, may I say a word 
on that. The suggested provision is that the particular employer’s 
liability for guaranteed wage payments should end if the worker 
refuses to come back to work. That is proper in a proposed agreement 
between an individual employer and the union. 

The situation differs from unemployment insurance because under 
unemployment insurance the worker’s unemployment after the initial 
period of disqualification for voluntary quits is attributable to the 
state of the labor market. He must again be looking for a job and-be 
unable to find a job. 
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Under Secretary of Labor Larson explained that. So under unem- 
ployment insurance it is perfectly proper and indeed essential that the 
worker be paid benefits if he has quit voluntarily, whereas under the 
guaranteed wage plan of the UAW, the particular employ er’s liability 
would be limited. 

We again protest the hard and fast rule disqualifying women for 6 
weeks before and after childbirth, so they cannot receive benefits under 
any circumstances. This was adopted last year in spite of our objec- 
tions. It means that if a woman was perfectly able to work and the 
firm suddenly closed down or had a fire, and her baby had not yet 
been born, just at the period when she needed income most, she would 


be cut off even though she were perfectly able to work and in need of 
the money. 


We do not think this is fair. 

We recommend that the ceiling of $30 be changed so that it will 
equal 67 percent of average weekly wages in covered employment dur- 
ing the preceding year, as specified in S. 1835. This would provide 
flexibility for the future as well as coming closer to carrying out 
President Eisenhower’s recommendations. 

The President has repeatedly set forth standards for maximums in 
the States which would require at least this much increase in the 
District of Columbia ceiling. In his economic report to Congress in 
January of this year, he stated: 

It is highly desirable that the States change their laws so that the great 


majority of covered workers will be eligible for payments that at least equal half 
their regular earnings. 


He cited the fact that— 


the ratio of benefits to the wages of covered workers has fallen from 43 percent 
in 1938 to 34 percent currently and in several States below 30 percent. 

In the District, the current average benefit of $25 is only 31 percent 
of average wages, using the $80 estimate of Under Secretary of Labor 
Larson. The Secretary of Labor on November 27, 1954, in urging 
governors to raise maximums, expressed dissatisfaction with the fact 
that— 
maximum benefit levels are still less than 40 percent of average weekly wages 
in more than one-half the States. 

Another item he mentioned should be of especial interest to your 
committee; namely, that under the recent amendments to the Rail- 
road Unemployment Insurance Act 

An employee’s benefit rate will not be less than one-half his regular rate of 
pay in his last railroad job up to a maximum benefit of $42.50. 

The Federal Advisory Council on Employment Security, with 
unanimous support of the public and labor members, recommended 
a Maximum equal to at least 60 to 67 percent of average weekly wages, 
so our recommendation is in line with the opinion of this public body 
charged by law with giving advice to the Secretary of Labor. 

Senator Case. Excuse me right there. Do you have any general 
information as to the experience, the number of cases in the District 
where the maximum up to now has been operative ? 

Mrs. Evxicxson. We have not attempted to make that type of sur- 
vey. Obviously, it is operative. I asked the Director of the District 
of Columbia Unemployment Compensation Board for whatever in- 
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formation he could give me on the experience in levels of benefits un- 
der the new law. I was hopeful that he could give me a distribution 
showing what benefits were paid, knowing that the President had 
asked the governors and presumably the District to survey the opera- 
tions of their law. I admit I was somewhat shocked to discover that 
the Board had made no effort to obtain this kind of information. 
They told me it would be available at the end of the year. 

E was not given this distribution of workers, this sample to which 
Mr. Calhoun referred. I was simply told there was no information 
available on this. I was given some other kinds of information, but 
not with: egard to benefits paid. 

Senator Case. I take it it was not people receiving compensation 
but just people who were covered. 

Mrs. Exxicxson. Yes, but there was apparently no information 
aVailable from the Board. As a resident of the District, may I insert 
the fact that it seems to me this is another indication of the desirability 
of home rule in the District, so that we can have an agency that will 
do inore to really follow the functioning of this program as it affects 
the welfare of the citizens of the District. 

We differ definitely from Mr. Calhoun’s indication that unemploy- 
ment insurance is intended for she low- and medium-income groups. 
We believe that other workers are also entitled to adequate protection 
and that is why the maximum must be raised. 

We are not at this time urging you to change the present formula 
for determining an individual’s benefits, giving him about one twenty- 
third of his own high-quarter earnings, or in the neighborhood of 50 
percent of his average wages, depending on the number of weeks 
he worked. 

We believe the present dependents’ allowances of $1 a week up toa 
family maximum of $3 per family should be added to the individual’s 
primary benefit amounts. 

In 1938, when unemployment insurance benefits were first paid in 
the District, the maximum was $15 a week, as in most States. This 
was three-fifths of average weekly wages in covered employment in 
the District, which equaled $25.22 in 1938. This contrasts with a 
comparable ratio of less than two-fifths, indeed scarcely more than 
one-third today. 

I would like to refer here to the statement by Under Secretary of 
Labor Larson that he personally believes that S. 1835 falls within the 
President’s recommendation. We heard his statement on that at the 
Jast hearing. It was a great disappointment to have the representa- 
tives of the District indicate that they were not going along with the 
proposal to increase maximum benefits. In other words, in spite of 
the President’s recommendations, the representatives of the District 
of Columbia are saying that the benefit maximum, which is below the 
President’s standard, should not be increased. We do not know what 
role the Budget Bureau played in this decision. We have found 
before that measures for improving labor’s welfare have been vetoed 
in the name of economy. We think this is a grave error. We believe 
this undercuts the weight of the recommendations by the President 
and the Secretary to the States since the District of Columbia is an 
area of clear-cut Federal responsibility. 

In any case, we doubt that the President would veto an action which 
he has recommended to the States. 
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If further evidence on the need for increase is required, present 
benefit levels can be measured against the weekly cost of the “modest 
but adequate budget” developed, and described in these words by the 
United States Bureau of Labor Statistics. This budget represents a 
minimum standard indeed, with no allowance for savings, except in 
the form of life insurance. 

When last priced by the Bureau of Labor Statistics in 1951, that 
budget cost $4 454 in Washington, D. C. Its cost today would be at 
least $85 a week for a family of four. Many families have more than 
two children, so their costs would be greater. With no savings allowed 
even at the $85 level, why should suc +h families be condemned to receive 
not more than $30 per week when the husband cannot find a suitable 
job? 

We support the provision in S. 1835 repealing a clause that says 
that an employer shall receive a copy of all benefit checks paid to 
former employees. This recent amendment costs money to administer 
and is quite unnecessary. Employers, without such a provision, are 
given an opportunity to present relevant information when former 
employees make initial claims. They are expected to report any 
failure of a worker to accept a suitable job offer. But the repeated 
receipt of copies of benefit checks, week after week, has been found 
to encourage employers to protest payments for insufficient reasons, 
with the hope that their experience rating will be improved and their 
taxes cut. 

Experience in Michigan and other States has shown that this is the 
result of that type of provision. I may add that if employers main- 
tain good personnel policies of automatically recalling former em- 
ployees, and maintain seniority lists and recall lists such as we at- 
tempt to achieve under collective-bargaining agreements, then this 
problem that was referred to would be taken care of. 

The cost of our proposed changes will not place an undue burden 
on employers in the District. The reserve fund is now relatively very 
large, equaling $55 million. Or 12 times the total benefit payments 
in 1954. Employers in 1954 had an average tax rate of only 44 per 
cent of taxable payrolls: that is, amounts below $3,000 a year paid 
to 1 worker. In comparison with total payrolls in covered employ- 
ment, the 1954 tax rate was only three-tenths of 1 percent. This is 
only one-tenth of the 3-percent tax rate levied in 1938 and 1939. 

The 1954 District tax rate was only one-third the national average, 
whether related to taxable payrolls or total payrolls in covered 
employment. 

President Eisenhower, in his 1955 economic report stated: 

The District of Columbia should have an unemployment insurance law that 
could be a model for the States. 

We agree, and we hope you will make this possible. 

Employer spokesmen may argue, as they did in the Federal Ad- 
visory Council, that the District has “unusual social and economic 
conditions.” Like the public and labor members of the Council, we 
consider this point irrelevant, regardless of its accuracy or inaccuracy. 


The Federal Advisory Council specifically recommended in De- 
cember— 


That the District of Columbia law be revised to make it consistent with the 


Secretary of Labor’s letter to the governors of November 27, 1954, and with 
respect to disqualifications that the District of Columbia uw be brought in 
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line with the President’s message in connection with signing the recent District 
of Columbia amendments and the recommendations of the De pi eee of Labor 
which reflect the recommendations of the Council on October 26-27, 1953. 

May I say, as a result of the favorable action taken “ the Federal 
Advisory Council on improving unemployment insurance, that the 
employers are now trying to get the Federal Advisory Council 
abolished and a bill to this effect has been introduced in the House. 

Families in the District have the same human needs as other citi- 
zens—even though we lack the right to vote. Living costs here are 
higher than in other cities, not lower. Washington for years was 
the highest cost city in the country. Earnings fall within the same 
general ranges. 

We are not saying that the District is a model community. But 
every State law should provide a certain degree of protection, and 
the same principles can properly be applied however local conditions 
may vary. 

Under the District of Columbia law, as under all State laws, the 
individual’s benefit is not a flat amount but is geared to his previous 
earnings. This flexible approach is violated when in a large per- 
centage of cases the individual’s benefit is arbitrarily reduced to a 
ceiling set far too low in relation to average wages. 

E mploye r spokesmen have already indicated publicly their opposi- 
tion to S. 1835. We are used to having or ganized employers oppose 
adequate benefit protection under unemployme nt insurance as under 
all liberal programs. 

Usually their arguments are of two types. 

The first is that some individuals would secure undue advantage 
under the program or would abuse it. Some extreme individual cases 
of this type can be dug out in connection with any laws, whether on 
taxes, veterans’ pensions, or soil-conservation payments. But the 
United States continues to enact such measures nonetheless, with a 
view to providing for the general welfare and the great majority of 
honest citizens. 

The cases that Mr. Calhoun gave as illustrations of roulette oper- 
ation are typical of this type of argument. This is precisely the line 
of argument that Mr. Calhoun and others used last year when they 
were opposing the improvements in old age and survivors’ insurance 
which were enacted by Congress. This type of argument can always 
be presented, but Congress in that case realized that these were ex- 
treme cases and did not vitiate the fundamental soundness of the 
amendments. We hope you will take the same attitude this year. 

Only a very small percent of abuses have been found under un- 
employment insurance, in spite of exaggerated, inaccurate stories that 
emanate especially from California. 

Reference has been made here today to the New York experience. 
There the matter of definition is very important. 

The overwhelming majority of American workers are eager for 
regular jobs so they may have steady incomes and a chance for ad- 

vancement. When a worker is laid off, he loses not only his earnings 
but many forms of social-security protection under Government and 
private programs. He also loses his seniority rights if he does not 
return on request to his regular employer. 

The argument has been made that one should consider net rather 
than gross earnings, but you must consider gross income and not just 
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wages earned. If the OASI tax of 2 percent from employer and 
employee is not being paid for the wor ‘ker, it is true he is not hav ing 
the money deducted from his pay check but it is also true he is losing 
out on the pension rights and the survivor’s insurance rights which he 
would be getting, so that he has ev ery incentive to want this protection 
continued rather than have his insurance protection diminished as it 
is in periods of unemployment. 

The incentive to work has not been lacking in this country, but in- 
sufficient opportunities for regular jobs at decent pay levels continue 
to cause so much poverty and despair, here in the District as in other 
places. 

Plenty of safeguards are provided to permit proper administration 
with more liberal benefit provisions. 

Since unemployment-compensation benefits replace only a part of 
lost earnings, unemployment compensation cannot solve the grave 
economic and social burden which low-wage industries impose on a 
community. Certainly standards for better -paid workers should not 
be squeezed down to substandard levels because of such industries. 

Since the representative of the Hotel & Restaurant Association testi- 
fied on the experience of that industry in regard to voluntary quits, I 
would like to suggest to your committee that if you are considering 
this evidence, you should also consider evidence as to whether the hotel 
and restaurant industry, and presumably these particular establish- 
ments that were cited, were paying wages of the type that would make 
workers want to continue or whether their working conditions were of 
the type that would make workers want to continue. It happens that 
a CIO representative has been serving in a minimum wage conference 
for the District of Columbia. They “have finally reac sched agreement. 
But for 3 months they were struggling to raise the minimum wages 
now set for the hotel and restaurant industry and the minimums now 
in effect range from 60 cents an hour to 75 cents an hour. 

As I understand it, the minimum budget for a single woman in the 
District of Columbia aecording to the minimum wage board is some- 
thing like $42.50 a week. These other minimum wages specified for 
this industry range from $22.50 a week for waitresses who may get 
some tips in addition, up to$ $30 for a 40- to 48-hour week, so the fact 
that people quit jobs voluntarily may be in accord with the good 
American tradition of feeling that they need a better job and ‘that 
they cannot otherwise live dee ently. 

Undue cost is the second argument usually advanced by opponents 
of adequate benefits. This argument has little if any weight in the 
District. The tax rate in 1954 averaged only forty-four one-hun- 
dredths of 1 percent of taxable payrolls, and only one-tenth the rate of 
5 percent of total payrolls effective in 1938. Because experience rat- 
ing permitted reductions in taxes below the standard rate of 2.7 per- 


cent, total contributions, i. e., taxes paid by employers in 1954 were 
~ 


2.5 million. Savings to employers from such reductions equaled 
$12.6 million in 1954 alone. 

I am quoting here from the 19th annual report for the year 1954 
published by the District Unemployment Compensation Board, which 
I assume you have been furnished. 

In 1953, the last year for which we have an audit, the average em- 
ployer contribution rate in the District was below that in all bit 2 
States. 
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It has been at exceptionally low levels for over 12 years. 

Many firms in the district pay a tax rate of only one-tenth of 1 
percent of taxable payrolls. In 1954, 11,899 ee fell in that 
group, or 81.3 percent of all rated employers. (1954 Rept., p. 16.) 
Of the 44 employers with taxable payrolls of $1 million and over, 
36 paid one-tenth of 1 percent, 7 paid five-tenths of 1 percent, and 1 
paid 1 percent with none paying more. (1954 Report, p. 17.) 

Since Mr. Calhoun has drawn conclusions as to cost from the sam- 
ple furnished him, I might add in this regard, I have been told by 
someone who has examined this report, that the sample involved was 
not too reliable. 

So again if you are going to give weight to his figures, I suggest you 
obtain more information on that point. 

The argument has been made that competition with surrounding 
areas makes it impossible to improve the District of Columbia unem- 
ployment insurance law. 

This is a familiar argument that we encounter in every State when 
we try to improve unemployment insurance. Actually in the District 
the rates have been exceptionally low as I have indicated. This argu- 
ment is one of the reasons why the CIO has supported Federal mini- 
mum standards. When Congress originally enacted the Social e 
curity Act of 1935, it expected to have a uniform tax rate of 
percent for benefits in the various jurisdictions, and committee re- 
ports indicate that they deliberately were setting a uniform rate so as 
to avoid interstate competition. We do not think this is an adequate 
reason for ignoring the President’s recommendations on making the 
District of Columbia law a model law and for helping to raise the 
level of adequacy of unemployment insurance throughout the country. 

Under the experience-rating provisions which employers succeeded 
in having enacted in the District, tax rates are cut when costs are low 
and rise after periods of increased unemployment and costs such as 
occurred rca Some employers doubtless are aggrieved at paying 
higher rates after many years of nominal ones. But that is no reason 
for refusing adequate protection to the unemployed workers for whose 
benefit the program is primarily intended. 

Since the responsibility for determining the District unemploy- 
ment insurance law rests in the hands of Congress, we urge your fa- 
vorable consideration of the CIO recommendations. Our members 
throughout the country will appreciate your assistance in our efforts 
to provide adequate income during unemployment here and else- 
where. 

Senator McNamara. Thank you for your presentation. Do you 
have any questions, Senator Case ? 

Senator Case. No questions. 

Senator McNamara. Thank you very much. 

You understand that the record will be kept open for a few days if 
there is anything you want to add to your testimony, and that goes for 
everybody here. 

The next witness is Mr. Steinberger, representing the District of 
Columbia Trucking Association. We will be glad to hear you at this 
time. 

Be seated and proceed in the manner that you see fit. 
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STATEMENT OF HUGH STEINBERGER, REPRESENTING THE 
DISTRICT OF COLUMBIA TRUCKING ASSOCIATION 


Mr. Srervpercer. Thank you. I shall attempt to be brief in my 
remarks this morning. I have some notes from which I will speak but 
[ do not have a prepared statement. 

I am speaking in behalf of the District of Columbia Trucking As- 
sociation and also in behalf of the company by which I am employed, a 
local trucking company in town. 

The Association has about 200 members in all phases of transpor- 
tation including the trucking companies, banks who do the financing 
and manufacturers, department stores, and so forth. 

The company I am employed by has a vital interest in the Distr ict 
law as we have been in business in the District almost a hundred 
years, we hope to stay here at least 100 more. We serve all types of 
companies, people, governments, and so forth. I think everyone in 
this room at some time has been served by us directly or indirectly. 
Today in my appearance I wish to support the statements made by 
the Board of Trade in opposition to amendments to the District of 
Columbia Compensation Act at this time. The first reason for it is 
that the present act took effect only 4 months ago, the first of the 
vear, and we, like others, have not had time to really study overall 
effects of that but we do know of some effects from our point of view 
wha h create an extreme burden. The change in the bill which now is 
effective increases benefits for maximum payments from $400 per 
person to $780 per person, an increase of 95 percent, and I discussed 
the maximums because our experience has shown that the few persons, 
the small percentage in our industry who receive the maximum bene- 
fits are the ones who greatly increase the rate which the employer must 
pay. 

We may be considered harsh but in our industry we think that there 
must be, to be effective, a cancellation of benefits, at least some can- 
cellation as well as disqualification for people who voluntarily leave 
their employment without good cause or for people who are discharged 
for misconduct or refusing a suitable job, in that we have found that 
those people generally are the ones drawing the largest amount of 
benefit and that they remain unemployed the longest time, and we 
do not think that they are actively seeking work even though the ac- 
tively seeking work phrase itself is not a part of the - esent Act. 

I was unable to secure statistics on an industrywide basis,. but I did 
make a brief study of the experience of my company based on the latest 
report we received from the District Unemployment Compensation 
Board and based on our experience of the first 4 months based on the 
notice to the principal base period employer. Under the old act we 
found that 104 men had drawn benefit charged against our account in 
a 12-month period. Of that 104 men, only 9 drew maximum benefits. 
But those 9 drew almost half of the total benefit charged against our 
account. $7,971 was charged against our account under that old act, 
and 9 times $436, almost half of those charged against our account 
were drawn by less than 10 percent. . 

That was why we think the cancellation benefits of those who vol- 
untarily quit or are discharged for misconduct is vitally necessary. 

Senator Case. What percentage of your total payroll was involved, 
the number of people charged against your account ? 
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Mr. Sternpercer. We have a somewhat fluctuating payroll depend- 
ing on our business, on how busy we are. 

We do not have a steady number each week, but I think our total 
payroll runs approximately, and I could be wrong, approximately 175 
employees. That is on an average, sir. It is not an exact figure. 

In the first 4 months of this year we have been watching the reports 
which we receive of payments to former employees, and find that 
approximately 30 ex-employees are now receiving, or have been receiv- 
ing, benefits. 

The alarming part, from an employer point of view, is that the 
amount. already paid to those 30 and charged against our account is 
greater than the amount which was paid to 104 men during a 12-month 
period. 

We realize that the increase is partially, and in a very large amount, 
due to the increase in benefits from $20 to $30 in maximums. 

The part that alarms us somewhat in the present act, and we think 
it would be accentuated should benefits be increased, is that of the 30 
who have drawn benefits since the first of the year, according to our 
latest information; all but 6 are continuing to draw benefits, and we 
think that it shows a trend that with the increased benefits, and with 
even more increased benefits, men being unemployed may be less prone 
to seek further employment immediately. The average pay for a 
truckdriver in the District in our industry is over $71 a week. 

The $71 figure allows for about an hour and a half overtime 4a 
week, and we have never been fortunate enough to do our work i 
411% hours. But taking the figure of $71 a week under the bill S. 1835 
an unemployed driver who had been with us a reasonable period of 
time, let us say for 6 months, a year, and left our employment for some 
reason, valid, good, or bad, would receive $40 a week for 26 weeks. 
While $40 is perhaps not sufficient for a man ‘who has been accustomed 
to earning $70 a week, it brings up an item which I think worthy of 
mention, in that in our industry it is difficult to hire a man at our 
wages for a week’s work.. We hire day by day, so to speak, until a man 
accumulates seniority, and then as he accumulates seniority his work 
becomes more steady. As he is accumulating seniority and learning 
our business he works perhaps 3 days a week at an ave rage of $15 a 
day. A man working 3 days a week would earn $45 a week that way. 
We are concerned that a man—some men—may prefer to receive unem- 
ployment compensation benefits of $40 a week for the full period 
rather than attempt to obtain employment, in that his new employ- 
ment would probably be closer to the $40 a week. 

It is difficult to go from one full-time job to another at our rates. 
Our drivers can leave us at any time and find jobs on the $40 scale, but 
not at $70 to $75 scale. 

Senator McNamara. Do you have any evidence to support your 
fears in this situation? Do you have any records that you say you have 
studied that you could give to the committee to indicate that there is 
evidence of that, or is that just hypothesis? 

Mr. Srernpercer. I have now some records of all the benefits which 
have been charged against our account this year. 

Senator McNamara. Would you submit some of them to us? 

Mr. Srernpercer. Yes, sir. 

Senator McNamara. We will be glad to have the information for 
the record. 
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Senator Case. Excuse me. Just at that point, did you make any 
tabulation of how many of these people drawing compensation quit 
voluntarily ? 

Mr. Srernsercer. I do not have the figures here, sir, but in a brief 
check I have determined that roughly 75 to 80 percent either left 
voluntarily or were discharged for misconduct or in some instances 
were unable to continue to do the work. They were physically unable 
to do it. 

We had one man we regretted; we certainly do not begrude his 
benefits, but he had been with the company for a long time. He was 
a good employee but he suffered a terrible disease; he was operated on 
at the National Institutes of Health. He was just not qualified to do 
any of the work which we have which is unfortunate. He has a very 
limited education and he cannot do any work other than the type he 
was doing. 

But generally speaking they were misconduct discharges or volun- 
tary quits, 

In the point of view of the competition with Maryland and Virginia, 
we are told it does not make any difference, that all benefits perhaps 
should be the same. 

We agree that things should be on an equal basis throughout the 
country. What the basis is we do not profess to know. 

My company is known as a soft company, so to speak, in the labor 
field. We do not have sweetheart contracts. We do not have special 
deals. We have a good labor policy we think. We have tried hard 
to retain a standard employment without having much fluctuation, 
with a reasonable degree of success. Yet our rate has increased year 
after year. Two or 3 years age we were paying one-tenth of 1 per- 
cent. This year we are paying 1 percent, and with the amount which 
has been charged against our account already this year, exceeding the 
amount all of last year, we fail to see how we can help but have our 
rating up to the maximum in a year or two. 

Senator Casr. Do you have any information as to comparable 
percentages being paid by firms in the adjoining States? 

Mr. Sretneercer. No, sir. I will be glad to get that. 

Senator Case. I was wondering if you happened to know. 

Mr. Srernsercer. No, my company—some of the people in my com- 
pany, do operate in Maryland, our Maryland corporation. Our rate is 
much lower and we have a much steadier rate of employment. I do 
not know the exact rate. 

Two years ago when we were paying one-tenth of 1 percent with 
basically the same volume of business, 1t was $600 a year as our con- 
tribution. Last year it was approximately $3,300. This year it will be 
approximately $6,600. 

We are concerned because, if the figure goes to the maximum it will 
be $10,000. 

While we are not accustomed to thinking in terms of millions, it is 
a lot of money to use. It is five trucks, it 1s tire costs for a year, it is 

gasoline for mileage. It is of vital importance to us and we are afraid 
that with the type employees which we have—and I do not mean that 
in any derogatory manner, please do not misunderstand me—that 
increasing the benefits payable, or increasing the benefits under this 
bill which they will receive, will cause an approach to a more profitable 
unemployment ; will remove some of the effort to seek employment on 
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the part of an unemployed man, and we are afraid that perhaps—and 
not meaning to be facetious—that if the rate continues to go up that 
the District of Columbia may have the wealthiest unemployed people 
in the country. 

We have no further comments to make other than that I appreciate 
very much the honor and privilege of being able to appear here this 
morning. 

Senator McNamara. We thank you for coming. We appreciate 
your statement. Iam sure it will be helpful to the committee. 

Do you have any further questions, Senator Case / 

Senator Casgr. No. 

(Subsequent information from Mr. Steinberger has been furnished, 
as follows :) 

DISTRICT OF COLUMBIA TRUCKING ASSOCIATION, INC., 
Washington, D. C., May 23, 1955. 
COM MITTEE ON THE DIsTRICT OF COLUMBIA, 
United States Senate, Washington, D. C. 

GENTLEMEN: A short time ago it was my privilege to appear before a subcom- 
mittee of your committee, said subcommittee conducting a hearing on proposed 
amendments to the District of Columbia Unemployment Compensation Act. At 
that time, I was representing the District of Columbia Trucking Association, Inc., 
and the Jacobs Transfer Co., Inc., of which I am secretary and a director. 

During the hearing I stated that it was our opinion that increasing benefit 
payments or removing the cancellation of benefits clause from the present District 
of Columbia Unemployment Act would be unsound and encourage unemployment 
by making it “profitable” to be unemployed. In an additional statement it was 
added that most of the men now drawing benefits which were charged against 
our company’s account left our employ for reasons of misconduct, physical dis- 
ability, or voluntarily resigned. In our opinion, men unemployed for those reasons 
should be required to forfeit certain benefit rights and should not receive benefits 
so high that they preferred unemployment in lieu of employment. 

At the hearing it was suggested that the names of those men and their reasons 
for unemployment be submitted to the committee for study, therefore the follow- 
ing list is hereby submitted : 


Social 
Name | security Reason left our employ 
number 

Calvin Agurs “bet e .| 250-14-4809 Apparently abandoned his job. 
Joseph Boyd --. yee : ..| 719-038-1839 Resigned. 
Harold Butler 579-12-1974 Physically unable to do work assigned. 
L. B. Brown. --._-- ond oidindl 577-32-7915 Reporting for work under influence of liquor. 
H. W. Cook 579-26-6438 Resigned 
J. Carroll ....| 189-24-9911 Did not seem to be interested in his job. 
J. Cristwell - ; ...-.---| 577-14-7546 Too many attachments on salary. 
Albert Grant ie zs 77-14-8097 Misconduct 
J. W. Hoes aa aon er ee" 577-10-7640 Drinking on job. 
Charles Hoke . z ; 245—01-9893 Too many accidents. 
A. L. Jones : 5 578-09-7 164 Suspended 3 days for misconduct; resigned. 
R. Jackson _.----<--+~| 579-07-5853 Too many accidents 
C. A. Johnson__. aoe 579-38-9445 Drinking on job. 
Ri Pee. o2c suet: clits 578-28-8334 Physically unfit. 
C.J. Parker . : 577-20-8042 Discharged because of inefficiency in job. 
THAR Ne os LHshs ice. _.| 579-07-5846 | Too many attachments on salary. 
H. W. Spears eiiiaeavaleiadh atlas aie 579-14-1544 Attachments and abandonment of job. 
H. Washington___. Soo ehbietie 579-200-0094 Physically unfit for job. 
M. Williams, Jr_.........-.--...-- 577-30-9130 Bad physical condition, poor work. 
M. Wilson-_--.._- Lahde. ian 241-14-4482 | Too many attachments. 
Fs eer eee obs 5 RE 226~-12-2623 Too many accidents and bad attitude. 
er ee Bie econ cw oa ..| 579-28-0037 Too many attachments, and not working full time. 
R. Yates _- bid Psi x 577-26-4486 Misconduct. 


To the best of our knowledge, those men are all still receiving benefits and it is 
our belief working for cash or not seeking work. The above list does not include 
any men formerly charged against our account, if such men are now gainfully 
employed. 
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I hope that you understand the position of this association in requesting that 
stringent disqualifications be made part of the act and that no increase in bene- 
fits be made at this time as our experience shows that the energetic job seeker 
usually is employed quickly. 
Please give our views your fullest consideration. 
Respectfully yours, 
Hugh M. Steinberger, 
Huecu M. STEINBERGER, 
Chairman, Laws and Legislation Committee, 
District of Columbia Trucking Association. 
Senator McNamara. Mr. Smith, representing the District of Co- 
lumbia Trucking Association. We will be glad to hear from you. 
Take a seat and proceed in your own way. 


STATEMENT OF ARTHUR CLARENDON SMITH, JR., REPRESENTING 
THE DISTRICT OF COLUMBIA TRUCKING ASSOCIATION 


Mr. Smiru. I wish to reiterate Mr. Steinberger’s position. We have 
also found in our own company the Smith Transfer and Storage Co., 
that it seems there are a few people that are receiving a large propor- 
tion of the money that is paid out. I am representing today not only 
my own company but the movers of the District of ¢ ‘olumbia T ruc ‘king 
Association, we have approximately 35 movers represented in that 
organization. 

As we understand it the 2 bills proposed, S. 1163 and S. 1835, and you 
are now holding hearings on the proposed new unemployment bills 
which would, in effect, again greatly liberalize the benefits to the 
unemployed workers for the second consecutive year in a row when 
we have now only had 4 months’ experience under the newest law. 

Franklly, this seems to us like a very unbusinesslike procedure, to 
think about changing the law when we have had no experience under 
it. One thing I think we always ought to keep in mind when we are 
taking up the matter of unemployment compensation, and you referred 
to the matter as insurance, and we disagree with the idea that it is 
insurance. Generally insurance is thought of as something which a 
man or a person will go out and insure themselves at their own risk, 
This is a situation where this is a fringe benefit provided by all District 
employers and which is the law on all District employers which forces 
them to pay unemployment compensation when they go into business 
and hire employees. 

I really think that is the difference from insurance in my own 
business and in my own opinion. Of course, I realize that there prob- 
ably will be others. 

Now getting back to the unemployment, we are talking about money 
that only an employer pays, a small group of people generally, busi- 
nessmen, employers, proprietors, and perhaps companies, corpora- 
tions and rather a different situation when we are speaking about their 
money, when you are passing laws concerning their money than the 
usual situation when you are talking about generally the taxpayer’s 
money. 

So I really think the matter deserves more consideration than 
the usual situation because it is a very small percentage of people 
whom you are affecting generally, that 1s money that put in this fund 
for this purpose and we : all agree the purpose is right. No one objects, 
in talking to employers, no one objects to paying unemployment bene- 
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fits to the persons who are entitled to it. Our only fears are of the 
people who seem to be the chiselers as has been referred to. Now 
in this specialized fund which is contributed to by the total working 
class, the employees, it seems to be the guy, in our case, the mover 
with enough gumption and persistence to start a business and to keep 
that business going if he can make a profit. 

In our particular business anybody can go into the moving business 
at any time with practically no capital, and he will then become the 
lucky employer. It is a very competitive business as there are in 
this area about 100 moving companies, which I believe proves the 
point that it is an easy business to get into. 

Right now each employer in our situation, the movers, are rather 
worried about the increase in expenses with the higher rates, due to 
last year’s liberalized benefits. Since January we have noticed an 
increased number of applications for unemp loyment compensation. I 
imagine this trend is like the situation in the whole trucking indus- 
try. I heard Mr. Steinberger reiterate that idea. We ask that you 
please g give us time to live with our present law, to see its effect. We 
also notice that last year’s experience was bad, it was a bad year, 
generally in the District Unemployment Fund in that more was paid 
out than was contributed by employers. This could very likely be the 
situation this year under the new regulations and higher benefits 
regardless of the predictions that 1955 will not have as much unem- 
ployment as 1954. The results will be interesting as the $30 maxi- 
mum benefit now is getting to the point where many laborers would 

rather receive the tax-free benefit with their other odd cash money 
earned and stay unemployed until they have used up their full pay- 
ment period. We are personally observing several persons drawing 
benefits against our account now and I have my doubts whether or 
not they are actually interested in getting steady jobs. A good will- 
ing worker never has much problem in getting a job or seldom loses 
a job in our experience. We also understand that you wish to elimi- 
nate the notice now being sent to employers or at least it-was left out 
of the bill when there are payments being made against their account. 

Don’t you think it is only fair and only a good business principle 
that employers should know when people are drawing benefits against 
their account ? 

By this notice—sometimes this is the only notice—the employer 
knew the employee was unemployed as he might have been working 
for a short period with another employer and has been discharged 
or laid off for some other reason. Our plea is to give us time to find 
out what is now happening because of the recent new change in the 
unemployment benefits. 

Competition in making a profit in the moving business is a diffi- 
cult situation and if unemployment rates would go up it would make 
it just that much more difficult. 

We movers find ourselves in the toughest competition with the 
movers in outlying areas of the District. They are usually new in the 
business with less overhead that are located in the surrounding Vir- 
ginia and Maryland areas, and their laws on unemployment are com- 


paratively less stringent than ours, according to the Board of Trade 
studies at least. 
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Therefore, these proposed bills would make our competitive situa- 
tion just that much worse. In closing, we urge you to Repos unfavor- 
ably on proposed bills, which seems unfair to the employers or the 
guy that creates the job. 

We hope that enough people will create enough jobs to keep the 
purchasing power up, we will thereby lower the public assintance bur- 
den, we will tr y to eliminate the slum conditions and all the other items 
that were mentioned here about employers holding down the unem- 
ployment rate. 


We definitely cannot see the need of increasing the benefits at this 
time. 


Thank you. 

Senator McNamara. Thank you again. 

Senator Case. I have no questions. 

Senator McNamara. We have next another representative of the 
American Trucking Associations, Mr. Fort. I see you have a pre- 
pared statement, Mr. Fort. 

Mr. Forr. Yes, sir. 

Senator McNamara. Just be seated and proceed in your own 
manner. 


STATEMENT OF JAMES F. FORT, REPRESENTING TH% AMERICAN 
TRUCKING ASSOCIATIONS 


Mr. Forr. I would like to say first, Mr. Chairman, that I appreciate 
the opportunity to be heard. I want to very quickly summarize the 
prepared statement which I have to present to you here. 

My name is James F. Fort and I am assistant to the general counsel 
of the American Trucking Associations, Inc., with offices at 1424 16th 
Street NW. The association has affiliated associations in all States 
and the District of Columbia and represents all forms of motor carriers 
of property—both private and for rehire. 

My appearance before the committee today is in a threefold capac- 
ity. It is the policy of ATA to assist State associations, upon their 
request, in matters of general concern and I am therefore here to en- 
dorse and support the testimony given by representatives of the Dis- 
trict of Columbia Trucking Association in opposition to S. 1163 and 
S. 1835. 

In addition, I am appearing in behalf of ATA as a District of Co- 
lumbia employer and in behalf of the national trucking industry which 
has a considerable interest in and could in other States be affected 
by the proposals now before the committee. 

The interest of the trucking industry—nationally speaking—in 
these proposals to amend the District of Columbia U nemployment 
Compensation Act stems from the fact that proposals similar in nature 
to those contained in the present bills were endorsed last year by a 
Department of Labor official as setting— 

a pattern for the rest of the country since District legislation is considered to 
represent congressional policy. 

Testimony offered last week by the American Federation of Labor 
was directed at this same point. 

Since its beginning the Federal-State system of unemployment 
compensation has been under the control of the individual States. 
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The States have been free to adapt the provisions of the law to cir- 
cumstances in each State. As the committee knows, no two States 
have identical laws on this subject. While there is obviously no pro- 
posal in the pending bills which would have legal effect outside of 
the District, we oppose favorable consideration of these bills as model 
or “guide” laws for the States. Our position in opposition to these 
bills as model laws is directed at all of their provisions as outlined by 
previous witnesses and in addition we feel that the States should be 
left free to fit the special circumstances which exist in the States into 
the broad provisions of the law. The intent of the Congress in this 
respect has been clear and we urge that the committee reject any pro- 
posal to change this intent by the indirect method of changing the 
District act and giving it the label of a “model law.’ 

Should the Congress decide that its intent has changed and that 
the Federal Government should establish standards for the States to 
follow, we feel very strongly that that can be taken care of by an 
amendment to the basic laws rather than by an amendment to the 
District of Columbia law. 

Putting on my other hat so to speak, as a Distirct of Columbia em- 
ployer, the American Trucking Association, Inc., employs approxi- 
mately 235 employees. As an employer, we have seen the amount 
of our payments under the act increased five times or approximately 
$4,500 in the first year ended June 1954. With maximum benefit pay- 
ments increased 50 percent the first of this year you can see that we 
will have another substantial increase ahead of us. 

Enactment of S. 1163 or S. 1835 would mean an even more substan- 
tial increase. 

We feel very strongly that the present provisions of the act relating 
to disqualifications for those individuals who quit or are dismissed for 
misconduct, or’refuse to accept another employment, are very fair 
and equitable. If anything, we think they should be strengthened. 

To remove them from the act when they have been in “effect only 
for a few months, would be, we feel, inimical to the best interest of 
both employers and employees. 

We submit that these bills would in fact, if enacted, benefit most 
those persons who have by their own acts removed themselves from the 
labor market. 

We feel specifically that two provisions contained in S. 1835 are 
unjustified. These are the provisions which would raise the maximum 
benefit to $54 per week and the repeal of the section of the act requiring 
notice to employers at the time payments are made. Far from being 
unnecessary redtape, these notices te the employer give him the only 
notice which he receives, except the annual statement, of which former 
employees are drawing compensation and how much they are drawing 
from his account. 

During the latest period for which an exact record is available, that 
is the last fiscal year, Benes were made from our account in the 
amount of approximately $1,900 to 16 former employees. Of these 
only six were released ae no fault of their own. The remaining 
10 were for the following reasons: 

One was unable to be on the job because of drunkenness; another 
left without any notice whatever; two were in such ill health that we 
found them unable to work full time, the mother of one young man 
insisted that he return to his small hometown—a young lady quit 
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because she wanted to get away from her home in Washington; two 
were pregnant, another admittedly could not perform the assigned 
duties, and one was engaged only for temporary work. 

It is the feeling of this association that the removal of the dis- 
qualifications presently in the act so that we would be forced to pay 
increased maximum benefits without at least a partial cancellation is 
unfair and would result in unwarranted payments to individuals in 
these categories. 

From the foregoing it can be seen that the American Trucking 
Associations oppose enactment of these bills for three major reasons: 

(1) As a model law for the States, as enactment of identical, or 
substantially similar, laws in all of the States would abolish the tradi 
tional independence of States in the program ; 

(2) the adverse effect which the bills would have upon the trucking 
industry in the District of Columbia is of concern to us; and 

(3) for both fiscal and moral reasons we oppose the bills as a Dis- 
trict employer. 

In closing I would like to submit for the record a copy of a letter 
from the president of the National Accounting and Finance Council 
of the American Trucking Associations, Mr. A. K. Longacre, treasurer 
of Union Freightways, Omaha, Nebr., addressed to the Honorable 
Roman L. Hruska. 

Senator McNamara. All right, it is your desire that the full state- 
ment be included in the record, I presume. 

Mr. Forr. Yes, sir. 
Senator McNamara. That will be done. 
The statement is as follows :) 


STATEMENT oF JAMES F. Fort, ASSISTANT TO THE GENERAL COUNSEL, AMERICAN 
TRUCKING ASSOCIATIONS, INC. 


My name is James F. Fort and I am assistant to the general counsel of the 
American Trucking Associations, Ine., with offices at 1424 16th Street NW. 
The association has affiliated associations in all States and the District of 
Columbia and represents all forms of motor carriers of property—both private 
and for hire. 

My appearance before the committee today is in a threefold capacity. It is 
the policy of ATA to assist State associations, upon their request, in matters 
of general concern and I am, therefore, here to endorse and support the testi- 
mony given by representatives of the District of Columbia Trucking Associa- 
tion in opposition to §.‘1163 and 8. 1835. In addition, I am appearing in behalf 
of ATA as a District of Columbia employer and in behalf of the national trucking 
industry which has a considerable interest in, and could in other States be 
affected by, the proposals now before the committee. 

The interest of the trucking industry, nationally speaking, in these pro- 
posals to amend the District of Columbia Unemployment Compensation Act stems 
from the fact that proposals similar in nature to those contained in the present 
bills were endorsed last year by a Department of Labor official as setting “a 
pattern for the rest of the country since District legislation is considered to 
represent congressional policy.” Testimony offered last week by the American 
Federation of Labor was directed at this same point. 

Since its beginning the Federal-State system of unemployment compensation 
has been under the control of the individual States. The States have been free 
to adapt the provisions of the law to circumstances in each State. As the com- 
mittee knows, no two States have identical laws on this subject. While there 
is obviously no proposal in the pending bills which would have legal effect 
outside of the District we oppose favorable consideration of these bills as model 
or “guide” laws for the States. Our position in opposition to these bills as 
model laws is directed at all of their provisions as outlined by previous wit- 
nesses and in addition we feel that the States should be left free to fit the 
special circumstances which exist in the States into the broad provisions of 
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the law. The intent of the Congress in this respect has been clear and we urge 
that the committee reject any proposal to change this intent by the indirect 
method of changing the District act and giving it the label of a “model law.” 

As a District of Columbia employer the American Trucking Associations, Ine. 
employs approximately 235 employees. As an employer, we have seen the 
amount of our payments under the act increased 5 times or approximately 
$4,500 in the fiscal year ended June 30, 1954. With maximum benefit payments 
increased 50 percent the first of this year you can see that we will have another 
substantial increase ahead of us. Enactment of S. 1163 or of S. 1835 would mean 
an even more substantial increase. 

We feel strongly that the present provisions of the act relating to disqualifica- 
tions for those individuals who voluntarily quit, or are dismissed for mis- 
conduct, or refuse to accept suitable employment are fair and equitable. If 
anything, we feel that the disqualifications should be more severe on individuals 
in these categories. To remove these disqualifications from the act when they 
have been in effect for only a few months would be inimical to the best interest 
of both employers and employees. We submit that these bills would, in these 
respects, benefit most those persons who have by their own acts withdrawn them- 
selves from the labor market. 

Further, we feel that two provisions contained only in S. 1835 are unjustified 
These are the provisions which would raise the maximum benefit to $54 per 
week and the repeal of the section of the act requiring notice to employers at the 
time payments are made. Far from being unnecessary redtape these notices to 
the employer give him the only notice which he receives, except the annual 
statement, as to which former employees are drawing compensation from his 
account. 

During the latest period for which an exact record is available—July 1, 1953 
through June 30, 1954—payments were made from the account of ATA in the 
amount of $1,902.48 to 16 former employees. Of these only 6 were released 
through no fault of their own. The remaining 10 former employees were re- 
leased for the following reasons: One was unable to be on the job because of 
drunkenness, another left without any notice whatsoever, 2 were in such ill 
health that they were unable to work full time, the mother of 1 young man 
insisted that he return to his small hometown, a young lady quit because she 
wanted to get away from her home in Washington, 2 were pregnant, another 
admittedly could not perform assigned duties and finally 1 was engaged only for 
temporary work. 

It is the feeling of this association that the removal of the disqualifications 
presently in the act so that we would be forced to pay increased maximum 
benefits without at least a partial cancellation is unfair and would result in 
unwarranted payments to individuals in these categories. 

From the foregoing it can be seen that the American Trucking Associations 
oppose enactment of these bills for three major reasons: (1) As a model law 
for the States, as enactment of identical, or substantially similar, laws in all of 
the States would abolish the traditional independence of States in the program, 
(2) the adverse effect which the bills would have upon the trucking industry in 
the District of Columbia is of concern to us and (3) for both fiscal and moral 
reasons we oppose the bills as a District employer. 

In closing I would like to submit, for the record, a copy of a letter from the 
president of the National Accounting and Finance Council of the American 
Trucking Associations, Mr. A. K. Longacre, treasurer of Union Freightways, 
Omaha, Nebr., addressed to the Honorable Roman L. Hruska. 

We respectfully urge that the committee reject the proposals contained in 
S. 1163 and 8. 1835. 


UNION FREIGHTWAYS, 
Omaha 8&8, Nebr., March 31, 1955. 
Hon. Roman L. HrRuSKA, 
Senate Building, Washington, D.C. 


Dear Mr. HrusKa: It has come to my attention that a bill amending the 
Distriet of Columbia Unemployment Compensation Act S. 1163 has been intro- 
duced into the Senate, and bill H. R. 4812 has been introduced into the House. 

If my understanding is correct, the express purpose of these bills is to introduce 
model provisions that may be used as a model for other States. If my informa- 
tion is correct, the pro ‘isions of the bills remove any financial penalties for 
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voluntary quits, discharges for misconduct, and refusal of suitable work: sub- 
stituting therefor only a 6 weeks’ waiting period. They open the way for a 
loafer’s and chiseler’s paradise, which will seriously 


damage business and the 
free-enterprise system. 


We agree that persons honestly unemployed should be 
adequately protected, but this amendment opens the way for abuses which 
jeopardize the basic concept of unemployment. 

I am sure that you will agree that the subsidizing of loafing and Florida 
vacations by businessmen is not in conformity with the principles of industry 
and fair play as we recognize them here in Nebraska. Since the employee has 
made absolutely no contribution whatsoever to these unemployment compensa- 
tion funds, we should not allow these funds to be dissipated, just because some 
employee would rather quit than obey legitimate instructions of a supervisor, or 
because he would rather loaf in Florida than work in Nebraska or the District 
of Columbia. 


I'll certainly appreciate your using every influence to defeat these two bills. 
Very truly yours, 


A. K. LONGACRE, Treasurer. 
Senator McNamara. Thank you very much for your cooperation. 
Now, the next is Mr. Maurice Long, representing the Laundry Dry 
Cleaners Association. We are delighted to have you, Mr. Long. So 
you have a prepared statement, Be seated and proceed as you wish. 


STATEMENT OF MAURICE LONG, REPRESENTING THE LAUNDRY- 
DRY CLEANING ASSOCIATION OF THE DISTRICT 


Mr. Lone. Mr. Chairman, members of the committee, my name is 
Maurice G. Long. Iam president of the Pioneer Laundry Co., Wash- 
ington, D. C. , which is a member of the Laundry-Dry ¢ ‘leaning Asso- 
ciation of the District, on whose behalf I appear. 

We appear here today to express to you the position of the laundry- 
dry-cleaning industry with respect to the unemployment compensa- 

tion program of the District of Columbia, in particular the provisions 
of S. 1163 and 8. 1835. 

As the board of trade has presented to the committee the technical 
objections to the bills, our presentation will be confined to the prac- 
tical application of the laws, based on our experience over the past 
several years. 

The position of laundry-dry cleaning with respect to unemployment 
compensation is typical of most industries in Washington, such as the 
baking, newspaper, insurance, public utilities, and dairy industries, 
in that we are stable employers, with very small seasonal or year- to- 
year fluctuations in our employment. Despite this record, we find 
that out of 22 member plants in our association located in the District, 
15 or 68 percent, are currently contributing in excess of the minimum 
unemployment compensation ‘tax rate. 

In order that the importance of this legislation to our industry may 
be emphasized, let me say at this point that while we are individually 
small business we have ‘relatively large payrolls. Sixty percent of 
our sales dollar is paid out in salaries and wages—an estimated $10 
million per year in the metropolitan area by the industry. Obviously, 
the impact on us of any legislation imposing an increase in the taxes 
on payrolls is tremendous. 

For illustration, let me cite the monetary effect on my own plant. 

We employ 175 people and have a $400,000 annual paryoll. Last 
year we contributed approximately $1,500 to the fund. Under present 
rates our contribution could go to $12,000. For perspective the differ- 
ence of $10,500 is more than half of our average profit before taxes 
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for the last 5 years and 50 percent greater than our average Federal 
income tax. 

We are not opposed to unemployment benefits for the honest worker 
who is unemployed through no fault of his own, but there is no system 
of benefits can be maintained if it puts a premium on chiseling at 
public expe nse. It is a reprehensible public policy that maintains a 
system that undermines morale and constitutes an inviting temptation 
to avoid work and live on unemployment benefits which amount to 
Government doles. 

It is unfair to the honest and conscientious worker and to all citizens 
who must. ultimately pay the bill. 

Technicalities and loopholes in the original statute, which produced 
a host of glaring effects and defects and inequities, were removed to 
some extent by the enactment of certain amendments duri ing the last 
session of Congress. We felt at the time those amendments were under 
consideration, and so stated in our testimony before the committee, 
that the abuse of our unemployment compensation program could be 
kept to a minimum only by the adoption of corrective legislation with 
effective disqualification provisions which would preclude the misuse 
of these funds by persons whose claims were not legitimate under the 
purposes of the law. 

We reiterate that position now by personally opposing enactment 
of S. 1163 and 8S. 1835, which would have the effect of- 

1. Paying benefits in lavish amounts to persons who have volun- 
tarily left their jobs; 

2. Paying benefits to those who are not genuinely attached to 
the labor market 

. Fostering idleness at public expense ; 

4. Encouraging deception, fraud, chiseling, and raids on the 
reserve fund; 

Failing to recognize the necessity of establishing a relation- 
ship between employee’s average weekly earnings and his total 
benefit amount—uniform versus variable duration. 

Naturally I can speak most authoritatively of cases in the plant that 
I operate. The following analysis is based on that plant’s $ experience 
for the last 3 years under the law in effect prior to January 1, 1955. 

Mr. Chairman, the last report covers the period up to June 30, which 
is the fiscal year on which the board operates. We started to try to 
get some information on the operation of the new law, but we felt 
that due to the intricacies of this, we would have to get any such 
information from the board itself, so we went back to full experience 
for 3 years. I used 3 years to get a sufficient basis to make some of 
these figures perhaps more striking. These cases are all those that 
we had who drew unemployment “benefits in any amount in those 
3-year reports. 

Summary 








Cases | 

A ae | Cost in bene-| Percent of 

| fits cost 

| Number Percent 
—— — — — “| — — — — _ —_— 
Se On Se ee ihn otaaihte aie 1 4 $89 24 
Dismissed for cause - . - ‘ | 4 17 308 8.5 
Dismissed as undependable -_- Poaoll 6 25 633 17.3 
Voluntarily quit-_.. iii cial 13 54 2, 635 71.8 


Total_... ES ; Saphe 24 100 3, 664 100.0 
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While these statistics are for one plant, they are typical of the 
application of the law to our industry. In the light of such figures, 
we find it difficult to understand how any fair-minded person can 
believe that the law should be further liberalized with regard to 
waiting period and disqualification. Such data certainly substanti- 
ates our contention that the disqualification provisions of the law 
should be strengthened rather than be weakened as proposed by the 
amendments offered in S. 1163 and S. 1835. 

In conclusion we submit the proposed legislation is anomalous and 
will result in a demoralization of our unemployment social structure. 
Moreover, we believe a careful analysis of these bills will disclose they 
are against the interest of organized labor and all other respon- 
sible elements in that they will encourage hundreds of persons to work 
merely long enough to earn sufficient wages to qualify them for tax- 
free unemployment benefits—a drain on a fund established to meet 
bona fide unemployment emergencies. 

I wish to thank the committee for having been given an opportunity 
to present our views. 

Senator McNamara. Thank you for coming. 

Senator Case has some comment or question. 

Senator Cast. I wanted to ask about the table. It shows the bene- 
fits paid to 13 of your employees who voluntarily quit. That 
amounted to $2,600 over that 3-year period. 

Mr. Lona. Yes. 

Senator Case. Which would be how many weeks’ pay roughly ? 

Mr. Lone. Well, it ranges in our industry—I would say from 17 
to 20, that is $20 a week. 

Senator Case. $17 to $20 a week? 

Mr. Lone. Yes. 

Senator McNamara. You do not mean for 40 hours? 

Mr. Lona. Oh, I beg your pardon, Senator. I thought you meant 
benefits. 

[ am sorry. 

The average wage in our industry in—I do not have a figure on 
the industry but I recently got a figure on my own plant. The pro- 
ductive workers in my plant were averaging for a period of 4 weeks, 
in November, 96 cents an hour for a 40-hour week. 

Senator Case. And the benefits would average somewhere between 
$17 and $20? 

Mr. Lone. Yes. 

Senator Case. This was paid at a time when the maximum period 
was what? 

Mr. Lone. Twenty weeks, the maximum benefit was $20. 

Senator Case. Have you any idea whether the maximum operated 
to keep this figure down, duration rather ? 

Mr. Lone. You mean if some of the benefits expired ? 

Senator Case. Yes. 

Mr. Lona. Yes, sir, there were several in there. I will put it this 
way. There were several cases in the analysis that we made where 
they drew a total of $360. Now I am not sure. I cannot tell you 
definitely, that that was 20 weeks at $19 or whether it was 19 weeks at 
$20. 

Senator Case. That is all. 

Senator MoNamara. That is all. Thank you. 
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That completes our scheduled list. However, we have had a request 
from two others this morning to be heard. If they will be very brief, 
we will try to hear them at this time if there is no objection here from 
Senator Case. 

Mr. Victor Schinner of the Washington Building Congress. 


STATEMENT OF VICTOR 0. SCHINNER, WASHINGTON BUILDING 
CONGRESS, WASHINGTON, D. C. 


Mr. Scuinner. Thank you. I will be brief. The Washington 
Building Congress has over 1,400 members from the local construction 
industry and would like to call to the attention of the committee that 
the greatly increased unemployment compensation benefits proposed 
in S. 1835 will cause special hardship to construction employers. Con- 
struction workers are paid much more than the average District of 
Columbia wage and therefore will be eligible for the highest benefits. 

Assuming that the average was $80 per week in the District, the 
formula proposed in §. 1835 will result in maximum payments of $54 
a week. Such payments which are 80 percent more than the present 
$30 maximum, will deplete the reserve balance in a contractor’s account 
and subject him to increased tax rates. On a good-sized job extending 
over 6 or 8 months the difference between a one-tenth of 1 percent rate 
and a 2.7 percent tax rate would run into thousands of dollars. 

For example, on a weekly payroll of $15,000, one tenth of 1 percent 
tax rate would be $15 a week or $390 for the 26 weeks. The 2.7 percent 
rate would be $405 a week or $10,530 for the 26 weeks. The difference 
between the two rates is $10,140. 

In today’s highly competitive market this sum could easily spell the 
difference between the winning or losing of a contract. 

Construction costs in the District are already high. This added 
burden of tax on jobs within the District will increase costs further 
and could well be the final straw which would make an owner decide 
to build in Maryland or Virginia. 

Senator Case. Wouldn’t this same rate or same charge or cost be 
applicable to everybody, and how, therefore, would it affect the com- 
petitive situation ? 

Mr. Scutnner. Well, it would be applicable to everybody in the 
District, but in relation to competitors in Maryland or Virginia, the 
District employers would be at a disadvantage. 

Senator McNamara. I do not understand that. If the job were in 
the District and it were a Maryland contractor, your rate would be 
the same in either case, would it not! 

Mr. Scutnner. But if the District contractor builds the job in 
Virginia or Maryland 

Senator MoNamara. Well, the Maryland laws or Virginia laws 
apply there ? 

Mr. Scuinner. Of course, you have a situation here that many of the 
District employers, many of our members, have been paying on the 
basis of the District of Columbia law for certain employees whether 
the job is in Maryland or Virginia. 

Senator McNamara. That is not because of the law. 

Mr. Scuinner. And they have qualified for an experience rate of 
one-tenth of 1 percent and they have got the situation under increased 
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benefits in the District, of increasing their payments; if they qualify 
in Maryland and Virginia they might jump to the 2.7 rate on some of 
their payroll for 3 years as a matter of fact. 

Senator McNamara. However, this is something beyond the law 
that you negotiate w ith your employees or something like that ? 

Mr. Scuinner. No. 

Senator McNamara. It is in the law? I do not understand that. 

Mr. Scurnner. It is permissible under the law. 

Senator McNamara. All right. 

Mr. Scurnner. But if you have an increased benefit payment in 
the District with increased rates, it is bound in one way or another to 
increase costs. 

Senator McNamara. All right. 

Mr. Scurnner. This situation will be aggravated by the fact that 
the higher benefits will encourage more temporary unemployed work- 
ers to apply for benefits. 

In the opinion of the Washington Building Congress, it is definitely 
not desirable to change the present variable formula to a uniform one 
of 26 weeks duration without the present limitation of maximum pay- 
ments to one-third of base period wages. 

Granted that the $20 a week maximum benefits which were in force 
until last summer are too low, a raise of 270 percent in benefits within 
a year’s time appes ars to be even more out of line on the high side. 

Senator McNamara. Thank you very much for coming. Your 
testimony will be helpful, I am sure. 

Mr. Ed Davis, Master Builders Association. We will be glad to 
hear from you. 


STATEMENT OF ED DAVIS, MASTER BUILDERS ASSOCIATION 


Mr. Davis. Senator, I have a letter which was prepared by Mr. 
Randall Wyant, who was executive secretary of the Master Builders 
Association which is a local chapter of the Associated General Con- 
tractors of America. 


Dear SENATOR MCNAMARA: We have just learned that hearings are to be held 
on the above bills on Wednesday, May 4 at 10 a. m. 

Although lack of time has not permitted a thorough analysis of these bills, 
we have some undertanding of the major changes they propose. 

This association is composed of 44 general contractors and builders. Collec- 
tively these contractors construct at least 80 percent of the large commercial, 
industrial, and Government structuers in this area. Our members are in con- 
stant competition with contractors from nearby Maryland and Virginia. Any 
increased cost of operating their businesses will place them in a position where 
they will not be able to compete. Even now, due to higher costs for workmen’s 
compensation insurance and other factors, District of Columbia employers are 
at a competitive disadvantage. 

Within the past year the District of Columbia Unemployment Compensation 
Act was amended to provide more liberal benefits, so that it is now as liberal as 
the laws of Virginia and Maryland, if not more so. We believe it is imperative 
that this balance be maintained. 

It is our opinion that the present level of benefits is as high as they can go, 
under present economic conditions, without encouraging malingering and a 
something-for-nothing attitude . 

Of less significance, but because your committee may be interested we mention 
another matter. S. 1835 would repeal the notice provision whereby employers 
are notified of charges to their account. We have a record of where this asso- 
ciation was charged for benefits paid a person who was never employed here. 
At the time we were notified it was far past the time allotted for protesting. 
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More and more, it seems the various States through laws and other means, are 
providing a favorable business climate to attract new employers and to assure 
the business health of present employers within their boundaries. The subcom- 
mittee no doubt understands the present financial problems of the District and 
the great need for encouraging the welfare of business in this community. 

Accordingly we respectfully request the subcommittee to act upon these two 
bills with disfavor. 

Senator McNamara. Thank you very much. Were there any 
questions ¢ 

Senator Casr. None. 

Senator McNamara. Thank you very much. 

As it has been repeated to some of the individuals, I want to state 
again that the record will be kept open for a few days for any further 
inserts that anybody wants to make who have testified before the 
committee. 

Thank you, and the subcommittee hearings are closed. 

(At 12:25 p. m. the hearing was closed.) 
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APPENDIX 


May 13, 1955. 
Hon. MATTHEW M. NEELY, 
Chairman, Committee on the District of Columbia, 
United States Senate, Washington, D. OC. 

My Dear SENATOR NEELY: The Commissioners have for report S. 1835, 84th 
Congress, a bill to amend the District of Columbia Unemployment Compensation 
Act, as amended. 

S. 1835, if enacted, would (1) eliminate the requirement in the said act that 
a claimant’s principal base period employer be notified of each payment of 
benefits to such claimant at the time the payment is made; (2) place the maxi- 
mum weekly benefit amount on a flexible basis, with weekly benefits being fixed 
at one twenty-third of the ciaimant’s base-period earnings, or 67 percent of the 
average weekly wage in the District of Columbia, whichever is the lesser amount, 
such average wage to be based in part on the wages paid Federal and District 
employees; and (3) establish a flat 6-week disqualification provision in place of 
the present 4- to 9-week variable provision. 

The District of Columbia Unemployment Compensation Act was last amended 
by the act approved August 31, 1954 (68 Stat. 988; title 46, ch. 3, D. C. Code, 
1951 edition, supp. II1), the amendments made thereby to become effective 
January 1, 1955. This amending act among other things made the following two 
changes in the law: (1) Required that a claimant’s principal base period 
employer be notified of each payment of benefits to such claimant at the time 
the payment is made; and (2) increased the maximum weekly benefit amount 
from $20 to $30. The Commissioners believe that the period of time which has 
elapsed since the foregoing changes became effective—slightly more than 4 
months—is too short to determine whether the check notice is beneficial or 
detrimental to the administration of the act or whether it has any bearing on 
a claimant’s benefit rights, and is also too short to determine what bearing the 
increased benefits have upon the unemployment compensation fund and whether 
such increased benefits are adequate. 

The Commissioners, particularly in view of the shortness of the period within 
which experience has been had with respect to the notifying of employers of 
benefit payments and with respect to the payment of increased benefits, believe 
that it is inappropriate to eliminate such notification or to alter the method 
of determining the amount of weekly unemployment benefits, especially since 
the proposed change in the latter case would increase these benefits from a 
maximum of $380 per week to an approximate maximum of $54 per week. The 
Commissioners accordingly recommend that so much of 8. 1835 as would amend 
sections 3 (ec) (2), 7 (b), and 7 (c) of the District of Columbia Unemployment 
Compensation Act, as amended, not be enacted. 

With respect to the proposed amendment of subsections (a), (b), and (c) of 
section 10, so as to establish the period of a claimant's disqualification at a flat 
6 weeks, in lieu of the provision in existing law for a variable 4- to 9-week 
disqualification period, as the District Unemployment Compensation Board in its 
discretion may determine, the Commissioners have no objection to such change. 

The Commissioners have been advised by the Bureau of the Budget that there 
is no objection on the part of that office to submission of this report to the 
Congress. 

Yours very sincerely, 
SAMUEL SPENCER, 
President, Board of Commissioners, D. (0. 
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WitkKes & ARTIS, 
Washington 5, D. C., May 4, 1955. 
Hon. Patrick V. MCNAMARA, 
Chairman, Public Health, Education, Welfare, and Safety Subcommittee of 
the Senate District Committee, United States Senate, Washington, D. C. 


Dear Mr. CHAIRMAN: The Hotel Association of Washington, D. C., Inc., and 
its members desire to hereby express their strong opposition to the adoption of 
either S. 1163 or S. 1835 which are presently being considered by your committee. 

The comments made herein are directed principally at S. 1835 for the reason 
that that bill includes the features of S. 1163 deemed objectionable and adds 
others. We do not propose to discuss the problems which arise from these pro- 
posed bills in detail, especially in view of the fact that the testimony of the 
Washington Board of Trade does so. The Hotel Association is well advised of 
the position that the Washington Board of Trade has taken in opposition to the 
proposed bills and subscribes to the positions taken by the board. 

The Hotel Association is opposed to the uniform duration provision of these 
bills and is of the opinion that it would be exceedingly unwise to include such 
a provision in a law which was drafted to be an unemployment compensation law 
based on variable duration. 

Regarding the provisions for disqualification in the event of voluntary quitting, 
discharge for misconduct, or refusal of suitable work, we are of the opinion that 
a simple 6-week waiting period will not be at all effective in achieving the pur- 
poses for which they are intended. The disqualification provisions of the pres- 
ent law are fair and are certainly more liberal from the employee's point of view 
than those contained in those State laws which have been recently modernized. 

We are strongly opposed to the repeal of the new provision by which the prin- 
cipal base period employer receives notice of each payment of benefits at the 
time of such payment. It is only by receiving such information that an employer 
knows that a former employee is drawing unemployment compensation benefits 
and seeking work. With that information, it is often possible to rehire a former 
employee. The furnishing of this information to such employers is an invaluable 
tool in the effort to achieve the basic objective of keeping people working regu- 
larly ; and it would be an unfortunate mistake to do away with it. 

We strongly feel that it would be entirely without justification to establish a 
maximum weekly benefit at 67 percent of the average weekly earnings of all 
covered employees, as proposed by S. 1835 in section 7 (b). The effect under 
present conditions would be to practically double the maximum rate applicable 
under existing law. 

The Hotel Association actively participated in the recent modernization of the 
District of Columbia unemployment-compensation law whereby benefits were 
increased 50 percent and duration of benefits was lengtheed to 26 weeks. The 
existing law comparies very favorably with the most liberal laws in the country. 
It has been in operation for approximately 4 months. At this early date the 
available data as to how it has affected the local situation is understandably 
scant, although it is known that the average benefits have increased. We are 
of the definite conviction that the changes proposed by these bills should not be 
undertaken until a reasonable opportunity has been afforded to test the pres- 
ent law. 

JAMES C. WILKEs, 
CHARLES L. WILKEs, 
Attorneys for Hotel Association of Washington, D. C., Inc. 


AUTOMOTIVE TRADE ASSOCIATION NATIONAL CAPITAL AREA 


Washington 6, D. 0., May 4, 1955. 
Hon. PAT MCNAMARA 


United States Senate, Washington, D. C. 


Dear Str: It was the writer’s understanding at the hearing you conducted 
this morning for the Subcommittee on Public Health, Education, Welfare, and 
Safety concerning S. 1163 and 8S. 1835 that the record would be held open for 
a few days to permit those who did not testify to have their opinions entered 
thereon. 

This organization is composed of 126 new-car dealer members in this area, of 
which 62 have their places of business in the District of Columbia, and 36 
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kindred-line members who also have their places of business in the District 
of Columbia. 

We wish to go on record as being completely in favor of the stand taken by 
the Washington Board of Trade this morning when they opposed the two bills 
mentioned above. 

We wish further to thank you and your committee for this opportunity to be 
heard. 

Yours very truly, 
MAURICE J. MURPHY, 
Executive Vice President. 


CHEvyY CHASE, Mp., March 17, 1955. 
Subject: S. 1163, amending the District of Columbia Unemployment Compensa- 
tion Act. 
Hon. J. GLENN BEALL, 
Senate Office Building, Washington, D. C. 


Dear SENATOR BEALL: I want to express my complete opposition to the above 
bill. Last August we supported Mr. Talle’s bill (H. R. 9648) which increased 
both the weekly unemployment compensation paid and the number of weeks to 
be paid with the understanding that penalties were provided for voluntary quits 
and for terminations because of misconduct and refusal of suitable work. This 
bill became effective January 1, 1955, and the time has been too short to provide 
much relief. 

The bill which you have introduced does not provide for any loss of unem- 
ployment compensation when individuals voluntarily leave their work without 
good cause, are discharged, or refuse suitable work. It opens the way for abuses 
which jeopardize the basic intent of unemployment compensation. We agree 
that persons honestly unemployed should be adequately protected but your bill 
destroys this concept. 

We can cite many cases where typists and clerical employees have left Wash- 
ington of their own volition and gone to their small hometown and to resort 
cities to live and collected unemployment compensation without evidencing any 
intention or desire to work. There are many other cases we can cite where 
employees have voluntarily quit their jobs, presumarbly to get a better job, and 
then filed for unemployment compensation benefits when the new job does not 
work out to their satisfaction, with the original employer paying the bill. 

I am further concerned that this bill has been introduced as a model for other 
States to follow. I would not want these provisions in the Maryland unem- 
ployment compensation law nor in any of the other States in which our industry 
operates. 

You received my family vote in the last election. I cannot believe that you 
really intend what will be the certain results of your bill. It promises a chiselers’ 
and loafers’ paradise which will seriously damage business and the free-enter- 
prise system. 

Won’t you take a close look at this aspect of the proposal and see to it that 
the penalty provisions are not so watered down they are meaningless? 

Sincerely, 
GrorceE H. MINNIcK. 





Excerpt From EcoNoMIc REPORT OF THE PRESIDENT TRANSMITTED TO THE 
CONGRESS JANUARY 20, 1955 


MEETING THE HAZARD OF UNEMPLOYMENT 


The Federal-State unemployment insurance system has proved its value as a 
first line of defense against economic recession. During the 6 months from 
April through September of 1954, benefit payments were $1.1 billion, compared 
with $0.4 billion-in the corresponding months of 1953. These benefits, paid to 
workers as a matter of right under established law, enabled many families to 
live without exhausting their savings and helped make possible record-break- 
ing consumer purchases, despite a fall in employment. Legislation passed in 
1954 will greatly improve the workings of our unemployment insurance system 
in the future. Nevertheless, further revisions are desirable both to meet the 
needs of the economy and to meet the needs of the unemployed. 

The coverage of the Federal unemployment insurance laws was extended last 
year to include Federal civilian employees and the employees of many small 



















76 D. C. UNEMPLOYMENT COMPENSATION ACT 


businesses. It is hoped that the States will soon act to include under the sys- 
tem the 4.4 million employees of State and local governments not now covered. 
Government ought not to deny its own employees the protection it requires the 
private employer to provide for his. In addition, the States that have not already 
done so should consider taking steps to extend unemployment insurance to those 
who work for firms employing fewer than four persons. These workers need 
protection against unemployment no less than the employees of larger firms. 

From the standpoint of the unemployed worker, weekly benefits should be 
sufliciently high to provide the basic necessities. From the standpoint of the 
economy, benefits should be sufficient to enable the unemployed to maintain a sub- 
stantial part of their customary expenditures, thereby minimizing the spread of 
unemployment. The general level of benefits is now too low for either of these 
purposes. Our Federal-State unemployment insurance system was originally 
designed to pay benefits of approximatey half of regular weekly earnings, up 
to a dollar maximum that was adequate for its time. Since these legal maxima 
have not kept pace with rising wages, the ratio of benefits to the wages of 
covered workers has fallen from 48 percent in 1938 to 34 percent currently, and 
in several States below 30 percent. In many States a great majority of all 
beneficiaries receive the same weekly benefit—the maximum—regardless of the 
lifferences in their earnings. This loss of a clear relation between benefits and 
a worker’s usual earnings or his eustomary living standard is inconsistent with 
the incentives of a free economy. It is highly desirable that the States change 
their laws so that the great majority of covered workers will be eligible for 
payments that at least equal half their regular earnings. 

The adequacy of unemployment insurance depends also on the period for 
which benefits are paid. In the first 11 months of 1953, the number of persons 
who exhausted their benefit rights reached 679,000. Last year the number 
jumped to 1,610,000 during the corresponding months. In few States is the 
potential duration of benefits now as much as 26 weeks for all beneficiaries. 
An increase in the usual duration of benefits is especially necessary during 
economic recession, when the average duration of unemployment as well as 
its amount increases. For this reason, the States are urged to lengthen the 
term of benefits to 26 weeks for every person who qualifies for any benefit and 
who remains unemployed that long. It is recognized that an increase in the 
term and the level of benefits may call for a reexamination by the States, and 
in some instances a tightening, of the test of attachment to the labor force and 
of other legal or administrative safeguards against abuse. 

The District of Columbia should have an unemployment insurance law that 
could be a model for the States. Last year the Congress improved the law by 
raising the maXimum amount and duration of benefits; but the new law made it 
more difficult for unemployed persons to receive benefits for the maximum period. 
This weakness should be remedied by providing 26 weeks of benefits for all 
persons who qualify and who remain unemployed that long. The disqualifica- 
tion provisions of last year’s law should also be reviewed. 

The Federal-State employment service has an important part to play in reduc- 
ing unemployment. While the employment service cannot create jobs, it ean 
help fill vacant jobs quickly and well. As recommended in the budget message, 
the system should be strengthened to meet this need and to assure the best 
use of scarce manpower in any future national emergency. Some employers 
and workers fail to use the employment service because they do not realize 
its valne. They should acquaint the service with their problems, since the more 
it is used the better will it function. 

Last year, although the economy as a whole was prosperous, some communi- 
ties suffered from sizable unemployment. Their fortunes turned for the better 
when recovery got underway in the early fall, and most of them will regain 
prosperity as economic expansion cumulates. In some places, however, unem- 
ployment stems from special causes, such as a lasting drop in the demand for 
their wares, an exodus of industry to new locations, or a vanishing supply 
of some material basic to the local economy. Such structural or spot unemploy- 
ment may remain even when the Nation’s economy practically reaches full em- 
ployment. The Federal Government should be willing to assist depressed com- 
munities to develop workable solutions of their problems. Accordingly, the area 
development program of the Department of Commerce, which can be so help- 
ful in revitalizing a community’s industry and trade, should be further strength- 
ened. For the time being, at least, it is also desirable to continue the policy of 
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granting special tax amortization benefits for new defense facilities located in 
surplus labor areas and of placing Government contracts as far as feasible in 
these areas. 

It would be well to recognize, however, that these programs can make only 
a limited contribution to relieving spot unemployment, and that a large part 
of the adjustment of depressed areas to new economic conditions both can and 
should be carried out by the local citizens themselves. The Federal Government 
can make its most effective contribution to their needs as well as those of others 
by steadfastly pursuing monetary, tax, expenditure, debt management, and gen- 
eral housekeeping policies that promise a high and stable level of employment 
in the Nation at large. 


Tas_e I.—Total disqualifications per 1,000 claimant contacts’ 


Preliminary 
1953 1954 January 
March 1955 


National average _-._- i de tee Ci aa ete anaes sittings os 21. 1 17.1 16. 4 
en a 8c aieaemunen Bike 46. 7 50.3 35.4 
II 15-51 - nh ceri icbeeineeatiiindoteweitipind ined wemitnaues sadn easton 23. 2 17.4 17.0 
NIE its-6- nseisianinion sneak ealegeinenaeenintiinatin ee caeptadinibhiny tenstieneieieaiaeitit on 21.6 21.3 23. 2 


1 Claimant contacts consists of new spells of insured unemployment, plus intrastate continued claims 
(visits), plus interstate continued claims received as liable State. The number of the total new spells of 
insured unemployment is derived by the following formula: New intrastate claims, less transitional, multi- 
plied by the percent eligible on monetary determinations, plus initial interstate claims received as liable 
State, plus additional intrastate claims. 

The disqualifications encompassed in these data include those for the issues of able and available, suitable 
work, misconduct, voluntary quit, and all other—with the exception of determinations of fraud and over- 
payments, and those made under the labor dispute disqualification provisions. 


Source: Figures compiled by Unemployment Insurance Service, Bureau of Employment Security, U. 8. 
Department of Labor, May 12, 1955. 





Average employer contribution rates (percent of tarable wages) 








Year ene Maryland Virginia a 
I oe sii aetna es incsiibiaghbiccinteaintaael 2.70 2.70 1.75 2. 58 
i eth h ings tiesenbioke ids hin acid tpl eaueial 2.70 | 2.70 1.59 2.19 
Div ntens«achdnwdteuaeen accept cite an — 1.71 | 2. 49 1. 50 2.09 
iicinicntecennenhe a Suniense es . 50 | 2. 28 1, 21 1. 92 
Sn btiienscc wavs sciola ance toclae aii ee 51 | 2. 06 1. 16 1.7 
1946 sensual ; ee oa aaa . 52 1. 21 1.18 1.43 
Pci binbine scam bin a ametibAe ielediuenueare ‘ .44 1. 21 1.19 1.41 
1948_._.. buiinds Diesel whey Tengu ascans . a .49 1.19 . 68 1, 24 
1949___- aa . ' Leal . 62 1.10 74 1.31 
it caiiicwaunccaees » Seal ’ 7 Os . 94 1. 50 
eins ia une en wen .81 1.02 1.01 1. 58 
1952 is ee tadiinn al « —_ | . 68 . 96 . 60 1.45 
1953 j Aedika wails ‘ | . 51 80 . 56 1.30 
1954 ?__. ne aheeienae . .4 6 4 1.2 


1955 2__. 5 eee E ae —7 7 6 | (3) 


1 Effect of war-risk contributions is included for years 1943-46. 
2 1954 and 1955 rates are estimates. 
3 Not available. 


Source: Figures compiled by Unemployment Insurance Service, Bureau of Employment Security, U. 8 
Department of Labor, May 12, 1955. 
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